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Taxation of There is due from every na- 
National Bank tional bank, in the months 
Notes in Cir- of January and July of each 


culation. 
year, a tax or duty of one- 


half of 1 per cent. upon the average 


amount of its notes in circu ation dur- 
ing the six months preceding each Jan- 
uary and July. Last December the 
treasury department made a new ruling 
by which they construed ‘‘ notes in cir- 
culation’ as consisting of all signed 
notes whether issued and out, or still 
remaining unissued in the vaults of the 
bank. The language of the circular of 


instruction was as follows: 


“As soon asthe notes are signed by the officers of 
the bank and thus made available for use, they shouid 
be treated as being in circulation. Signed notesin the 
vault of the bank cannot be deducted and treated as not 
Deing tn circulation.” 


This ruling was taken exception to 
by a national bank in the city of New 


New York, JULY, 1894. No. 


York, and the correspondence leading 
up to the final conclusion by the treas- 
ury department that their construction 
of the law was erroneous, will be found 
set forth on another page. 

It is probable that a number of na- 
tional banks over-paid their tax last 
January under the ruling which has now 
been modified, and to such the final 
conclusion reached by the treasury de- 
partment wiil be of interest. Upon ap- 
plication to the department such banks 
will be furnished a blank form with 
which to make their claim, under sec- 
tion 5218 of the revised statutes, for a 
refund of semi-annual duty paid in ex- 
cess last January, which will be granted 
for the reason that the amount on which 
the duty was calculated included signed 
notes in safe which had never been is- 
sued and that were therefore not in 
circulation. 


In the May Journal we pub- 
lished an important decision 
of the supreme court of the United 
States in the case of Western National 
Bank v. Armstrong, denying the right of 
a New York city bank who had made a 
loan uf $200,000 to the vice-president 
and manager of a bank in a western 
city, to recover the amount from the 
latter bank’s receiver, on the ground 
that directorial authority to the officer 
to borrow the money was not shown. 
That this decision has inaugurated a 


Banks as Bor- 
rowers. 
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change in the ordinary practice of banks 
who lend to and rediscount for other 
banks, is evidenced by the following 
circular letter recently sent out by a New 
York city bank to its correspondents: 


New York, -————, 1894. 

Dear Sir:—Our attention has been 
called to arecent decision by the United 
States supreme court in the case of the 
Western National Bank against Arm- 
strong, as receiver of the Fidelity Na- 
tional Bank of Cincinnati, in which case 
it was decided that the officers of a bank 
have not general authority to bind their 
banks upon loans made in the name of 
the bank; and that such loans could be 
questioned unless special authority of 
directors of the bank to make such 
loans, or the loans were afterwards 
ratified. 

In view of this decision, and of the 
fact that your bank sometimes applies 
to us for loans or rediscounts, we sug- 
gest that at your early convenience you 
have a resolution in the enclosed form 
passed by your board of directors, and 
that a certificate of such action of your 
bank be sent to this bank when applica- 
tion is made by you for such loans or 
rediscounts. Yours truly, 

, President. 


[ENCLOSED FORM OF RESOLUTION. ] 


Resolved, That the president, vice- 
president and cashier of this bank are 
and each of them 1s hereby authorized 
to effect loans from time to time in be- 
half ot this bank from national 
bank of the city of New York, the pro- 
ceeds of such loans to be credited this 
bank by said national bank on its 
books; and for such loans to make, exe- 
cute and deliver the promissory notes of 
this bank, and to pledge as collateral 
security for such loans any of the bonds, 
stocks, bills receivable, or other secu- 
rities of this bank; and that such officers 
are respectively authorized in lieu of ef- 
fecting and securing loans as aforesaid, 
to procure from time to time to be re- 
discounted by the said national 
bank for this bank any of the bills re- 
ceivable held by this bank. 
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This form of resolution covers the 
ground and it should be required by all 
lending banks, as essential to safety. 


RealEstate Dreckinridge Jones of St, 
Loans by Com- Louis contributes a very 
mercial Banks. ¢+rong paper to the present 
Journal in support of the proposition 
that it would be unwise to amend the 
charters of national banks, as proposed 
in congress, by granting them the power 
to make loans upon real estate. It is 
true that the owners of real estate, 
equally with the owners of money secur- 
ities, commercial paper and other per- 
sonal property, have a good borrowing 
security, yet the national or other com- 
mercial banks are not the class of insti- 
tutions that should be luoked to for this 
character of loans. The deposits in 
these banks, which constitute largely 
the loanable fund, are not made for 
permanent investment, but are subject 
to withdrawal at any time, and can 
therefore only be loaned for short per- 
iods and on such security as is quickly 
realizable. To loan them on real estate 
would be to tie them up, and make them 
ron-responsive to the demands of com- 
merce. There are already in existence 
throuhgout the country a large number 
of institutions expressly organized for 
the purpose of investing their funds in 
real estate loans. If the number of 
these institutions is insufficient for pres- 
ent needs, it could be extended. But 
the difference in character between loans 
in aid of commerce which are quickly 
realizable, and loans upon real-estate, 
which are not, is so marked, that it 
would seem clearly contrary to sound 
policy to combine the two functions in 
a commercial institution whose loanable 
fund is created and fed wholly by a class 
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that is constantly withdrawing and re- 
placing money on deposit. 


We reproduce the following 
editorial upon this subject 
from the columns of the Mew York Even- 
ing Post, which contains some sensible 
utterances upon the necessity for banks 
extending the scope of their investiga- 
tion into the standing of the makers of 
commercial paper offered for sale in the 
market, before investing the money of 
their depositors, The Post says: 


Mercantile 
Credits. 


The failure of Steele & Walker, whole- 
sale grocers of St. Joseph, Mo., oc- 
curred a few days after the sale to sev- 
eral of our prominent banks of about 
$60,000 of their commercial paper. Such 
a loss brings again forcibly to public at- 
tention the dangers inherent in the dis- 
counting of such paper, and emphasizes 
the changes which have come over our 


methods of granting mercantile credits 


within the past few years: Mercantile 
banking has become a much more com- 
plicated affair than in former years. 
Formerly mercantile paper represented 
a particular transaction, or was the note 
ot a good country customer endorsed 
by the city firm. With the exception of 
the tobacco trade and a few others, the 
notes now put out in all the important 
lines of trade are based upon the general 
solvency of the firms whose names they 
bear. Hence, whenever mercantile paper 
is offered to the banks it is important 
that the bank officers should have before 
them all the items which enter into the 
question of solvency. We may go fur- 
ther and say that under these changed 
conditions it is the duty of such officers 
to require these items betore lending the 
depositors’ money. 

The immediate lesson of this St. Jos- 
eph failure lies at this point. The west- 
ern firm had, it is said, uniformly de- 
clined to make any statement of their 
affairs. The were discounting their 
own paper given for purchases of mer- 
chandise they declared, and were good 


for a larger amount than they had bor- 
rowed. This was true at the time, but 
some months ago it was found that note- 
brokersin this city had Steele & Walker's 
paper which had been given to their 
creditors for goods bought and which 
the latter had sent out for discount. 
Thus, judging from appearances, the 
St. Joseph firm had a large amount of 
their own individual notes outstanding, 
and had discontinued their former prac- 
tice of discounting their purchases of 
supplies. There may, of course, be oc 
casions when this double process of 
money-raising is justifiable, but in such 
cases an explanation is in order; for one 
important use of the money raised by 
putting out single-name notes is that 
bills for goods may be discounted and 
the difference in interest saved. That 
is the very purpose of good general 
credit. When in the Steele & Walker 
case this double issue was accompanied 
by refusal to make any statement of as- 
sets and liabilities, the banking frater- 
nity should at least have been put on 
inquiry. 

Not many years ago the more impor- 


_tant firms in the east would have re- 


sented the request for a statement of 
condition: and even now banks do not 
like to press a firm with high credit for 
too many details. Yet the change in 
mercantile credits from the special to 
the general has led our merchants tosee 
the justice of the request of the money- 
lender for some information more defi- 
nite than the simple ‘‘we are good for 
more than that sum.”” A borrower is 
bound in honor to give the lender assur- 
ances not only of good faith, but of 
ability to carry out promises. Since, 
then, the fairness of the inquiry as to 
condition is now conceded by the large 
firms at the east, it would seem to be 
foolish for a western house, however well 
thought of, to refuse such information 
to their home or to eastern banks. Such 
a refusal ought to discredit sucha firm 
with note-broker or banker. To the 
neglect of this inquiry for full informa- 
tion the losses of New York banks in 
the St. Joseph case may be directly 
traced. 

The fact that ‘‘ gilt edged” commer- 
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cial paper may now be discounted as low 
as 2% percent. while notes of firms under 
suspicion are not wanted at any rate of 
interest, shows how wide is the gulf be- 
tween good and bad commercial credit. 
How shall the good be distinguished 
from the bad? This change in the basis 
of commercial paper, now resting on the 
merchant's general solvency, is certain 
to make the discounting of such paper 
more and more of a banking specialty. 
It works out so in medicine, in law, and 
in journalism; there is no reason why 
banking should not have its specialties 
too. Old-fashioned institutions which 
discounted commercial notes on general 
and hearsay information or because of 
former credit which the firm may have 
enjoyed, will in the future find more ac- 
curate information necessary if losses 
are to be avoided. Particularly during 
depressions must mercantile credits be 
more closely scanned. For this purpose 
not only is information, in some detail 
essential, but there must be alsoa more 
scientific study of the elements which 
enter into a merchant’s success or fail- 
ure. His inventories must be looked 
into; his real estate must be inquired. 
after; his book accounts and bills re- 
ceivable must be analyzed. All thisstudv 
will be more and more required as the 
percentage of interest on bank loans be- 
comes permanently lower, forduring the 
last decace profits were large enough to 
cover a certain amount of loss through 
failures. The note broker has by this 
evolution come to occupy a position of 
much more importance than hitherto; 
yet it may be doubted whether lenders 
can rely upon his knowledge and repu- 
tation in discounting paper placed by 
him. It is rather to be expected that 
banks will have to devise some depart- 
ments of their own to meet the new con- 
ditions. Reliance on Dun’s or Brad- 
street’s reports will not be sufficient if a 
banker discounting commercial paper 
wishes to go deep into the causes of mer- 
cantile failures for his own protection. 
Surely such losses as those on Steele & 
Walker's notes so soon after issue should 
be avoided; time and money are well 
spent in escaping them. 

Such a detailed scrutiny into mercan- 
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tile credits cannot but have a whole- 
some effect upon business men. Keen 
competition and constant struggle may 
Jead mercharts little by little into prac- 
tices which threaten the solvency of 
whole linesoftrade. The jewelry trade, 
for illustration, has suffered in its gen- 
eral credit in just that way. The warn- 
ings of the money-lender in such cases 
may serve to open the eyes of honest 
merchants to the perils of their course. 
Good business men have every reason 
to encourage such inquiries into the na- 
ture of mercantile credits and the ele- 
ments which enter into success or fail- 
ure, as tending to establish their own 
trade on a sound and safe basis. 


The Future The problem of establishing 

Currency. a system of banking and 
currency for the country will doubtless 
now be postponed to the next session 
of congress, the protracted discussion 
of the tariff having exhausted the creat- 
ive energy of the present body. The 
currency question is one of the greatest 
importance. It has already been widely 
discussed, and the sooner the subject is 
settled, the better for all business in- 
terests. The country has been suffering 
for over a year with a variety of up- 
heavals which have disordered the in- 
dustrial system and crippled business. 
First there was the financial tornado. 
Following this, return to business activ- 
ity and prosperity was prevented by the 
long drawn out legislative struggle over 
the tariff, for general business has been 
awaiting the settlement of the tariff laws 
before resuming operations. And lastly, 
there has been the physical interference 
with business vy sympathetic and senti- 
mental strikers. It is greatly to be 
hoped that the country has seen the 
last of these general disturbing agencies 
for many years to come. It is about 
time that the people got down to regu- 
lar work again. 





THE CLEARING HOUSE AND BANK DEPOSITORS. 


THE CLEARING HOUSE IN RELATION TO BANK DEPOSITORS. 


A question of great interest to bank- 
ers and merchants has just been decided 
by the general term of the supreme 
court, in People v. St. Nicholas Bank, 
in repetition of Levi C. Lathrop (de- 
cided April, 1894, reported in Mew York 
Law Journal, April 18, 1894). On the 
morning of December 21, 1893, the state 
superintendent of banks closed the doors 
of the St. Nicholas Bank. Until the su- 
perintendent closed the bank, neither 
depositors nor officers knew that the 
bank was insolvent. Lathrop, the pe- 
titioner, had made large deposits of 
checks on the previous day, and had 
also drawn checks upon the bank for a 
large amount, most of these checks be- 
ing certified by the bank. On the morn- 
ing of December 21, the checks de- 
posited were transmitted by the bank to 
the clearing house for collection, and the 
checks drawn against the deposits of 
the petitioners, certified and uncertified, 
were sent by the holders thereof through 
their banks to the ciearing house, the 
intention being, as the _ petitioner 
claimed, that one set of checks should 
be offset against the other, and the dif- 
ference settled by the bank indebted. 
The manager of the clearing house re- 
fused to permit the St.° Nicholas bank 
to clear, and the checks which it had 
brought with it against other banks 
were deposited to the credit of the su- 
perintendent of banks, and eventually 
came into the possession of the receiver 
shortly afterwards appointed. The pe- 
titioners claimed that the checks de- 
posited by them with the bank on the 
day preceding its failure, were their 
property, delivered to the bank in trust 


for the specific purpose of cancelling 
the checks drawn by them upon the 
bank. 

The court holds by Judge O’Brien 
that the deposits made by the petition- 
ers established between them and the 
bank the relation of debtor and creditor, 
and in the absence of fraud on the part 
of the bank in receiving them, cannot 
be reclaimed; that if there be no agree- 
ment or arrangement express or implied 
that a deposit shall be specifically ap- 
propriated to the payment of any par- 
ticular check or claim, no trust relation 
arises between the parties; that by the 
certification of petitioner’s checks the 
payees acquired no lien upon or equita-" 
ble assignment of any special fund or 
particular portion of the assets of the 
bank; that no portion of the deposits 
which became the property of the bank 
the last day that it conducted business, 
was by the fact of its being transmitted 
to the clearing house for collection, ap- 
propriated to the payment of checks 
certified on that day; and that the re- 
lation between the payees of the checks 
and the bank was in no way controlled 
by any supposed custom of the clear- 
ing house, to which the payees were 
strangers. 

The first part of this decision is old 
law. So farasit holds that there was 
no trust relation existing between the 
bank and its depositors, requiring the 
bank to collect the drafts or checks de- 
posited, and apply them to any specific 
purpose, it is amply sustained by the 
authorities. The general doctrine un- 
doubtedly is that upon a deposit being 
made by a customer in a bank in the 
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ordinary course of business, of money, 
or of drafts, or checks received and 
credited as money, the title to the 
money or to the drafts or checks is im- 
mediately vested in and becomes the 
property of the bank. (Mewmark on 
Bank Deposits, § 104, citing Commercial 
Bank of Albany v. Hughes, 17 Wend. 49; 
Met. Nat, Bank v. Lloyd, go N. Y , 530.) 
The bank acquires title to the money, 
drafts or checks on an implied agree- 
ment to pay an equivalent consideration 
when called upon by the depositor in 
the usual course of business. (Craigie 
v. Hadley, 99 N. Y., 131.) But the far- 
ther rule is equally well settled that one 
who has been induced to part with his 
property by the fraud of another, may, 
upon discovery of the fraud, rescind the 
contract and reclaim the property, un- 
less it has come to the possession of a 
‘ bona fide holder; and this rule does not 
at all depend on the character of the 
wrong doer, whether a corporation or a 
natural person (Craigie v. Hadley, supra). 
Hence when a person innocently de- 
posited a draft in a bank, known by its 
officers to be insolvent, just previously 
to closing its doors, neither the cred- 
itors nor the assignee in insolvency of 
such bank has any equity to have such 
draft applied to the payment of the ob- 
ligations of the bank (Id.; also Anony- 
mous Case, 67 N. Y , 598). But it will 
be noticed that in the case of the St. 
Nicholas Bank, no one, not even its 
officers, suspected its insolvency until 
the bank superintendent closed 
doors. 


its 


So far as this decision bears upon 
clearing house customs, it is clearly in 
accord with the general understanding 


among bankers. The New York Clear- 
ing House Association is a voluntary 
organization of about ninety banks in 
New York city, formed for the purpose 
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of facilitating exchanges among its 
members. Its object is solely one of 
convenience, enabling its members in- 
stead of receiving and paying out about 
$100,000,000 per day (that being about 
the amount of the checks sent through 
the clearing house every day), to trans- 
act their business and settle their dif- 
ferences with each other by the pay- 
ment and receipt of balances aggrega- 
ting only about $5,000,000 per day. 
The association has never presumed to 
legislate; the rules of such an associa- 
tion are binding on no one but its own 
members; ‘‘to them they the 
force of law, because they have chosen 
to make them law” (German Nat. Bank 
v. Farmer's Deposit Nat. Bank, Pa., 
1888, 12 Atl. Rep. 303). To the regu- 
lations of 
tomers of the banks are in no sense 
parties; whatever effect is to be given 
to such regulations as 
banks themselves, 


have 


such associations, the cus- 


between the 
their customers are 
notin a position to claim the benefit of 
them, nor are they liable to be injuri- 
ously affected by them (Merch. Nat 
Bank v. Eagle Nat. Bank, 101 Mass., 281; 
Nat. Bank v. Bangs, 106 Mass., 441; 
Manfrs. Bank v. Thompson, 129 Mass., 
438; Nat. Exch. Bank v. Bank of North 
America, 132 Mass., 147; Merch. Bank. 
v. Bank of the Commonwealth, 139 Mass., 
513; Overman v Hoboken City Bank, 1 
Vroom [N. J.], 61; Ger. Mat. Bank v. 
Farmers’ Dept. Nat. Bank, supra). 

The clearing house serves merely as 
a meeting place for banks, where in one 
room every bank can effect its ex- 
changes with every other bank, hand- 
ing over the checks it has against the 
other, and receiving in return the checks 
which the latter holds against it, and 
settling the difference with the Clear- 
ing House Association in cash. Each 
bank has a desk in the room and two 
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clerks come from each bank, a delivery 
clerk and a settling clerk, as they are 
called. The first delivers checks to 
other banks, the second receives and 
lists checks from other banks. In 
theory, the desk of each bank is nothing 
more nor less than the counter of 
that bank. All the checks brought by 
the several banks in the morning are in 
sealed packages, which never 
opened in the clearing house room; the 
total amount of these checks, but not 
the items, being marked on a slip of 
paper attached to the outside of the 
package. On the basis of the figures 
on the outside of the packages, the 
banks settle. Each bank hands up to 
the manager of 


are 


the clearing house a 
statement showing the total amount of 
the packages of checks it has brought 
With this amount it is 
credited; with the amount of checks it 
may take away, it is debited. As to 
the contents of the packages, neither 
the manager nor any one else can know 
anything then; no one can tell whether 
the checks are certified or uncertified, 
good or bad, and until the exchanges 
are effected no one can tell whether a 
given bank will bea debtor oracreuitor 
of the clearing house on that murning’s 
transactions. 

Promptly at 10 o’clock, the delivery 
clerk of each bank starts to make the 
rounds of the other banks, delivering 
toeach bank the package of checks his 
bank has against it, and also a small 
ticket with the amount of these checks 
written thereon. The settling clerk re- 
mains at his desk to receive the pack- 
ages and tickets from the delivery clerks 
of the other banks. The figures on the 
tickets should correspond with the fig- 
ures expressed on the outside of the 
packages. The reason for having the 
amounts expressed in this way twice, is 


that morning. 
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merely one of convenience. The set- 
tling clerk receipts to each bank for the 
amount of checks expressed on the 
packages and t:ckets, and at the same 
time enters the amount on his balance 
sheet. This transaction 
ten minutes, and while the settling 
clerk remains, his companion gathers 
up the packages delivered to his bank 
and takes them to the bank. The set- 
tling clerk now figures up the total 
amount of the checks turned over to 
his bank, as expressed on the tickets he 
has received, and hands up a statement 
of the total to the manager. For this 
bank is a debtor of the 
Clearing House Association. If this 
total is greater than the total of checks 
brought by his bank, his bank is a 
debtor to the clearing house for the 
difference; if the total is less, his bank 
is a creditor to the clearing house for 
the difference. It will be noticed that 
as totals only are considered, the man- 
ager cannot tell whether any bank is a 
debtor or a creditor of any other par- 
ticular bank, but each is a debtorora 
creditor, as the case may be, of the clear- 
ing house. 

It is evident that the total amount of 
all the checks taken away by all the 
banks can never be either greater or less 
than the total amount of the checks 
brought by all the banks. The totals of 


is all over ir 


amount his 


the credits handed up to the manager 


total of the debits 
handed upto him, If these totals are 
not equal, there must be a mistake 
somewhere, and the difference being an- 
nounced by the manager, all the settling 
clerks set to work to find it. If itis 
not found in a few minutes, an order is 
given to pass all the balance sheets to 
the left, and each bank's balance sheet 
is gone over by the settling clerk of the 
bank next in order. When the differ- 


must equal the 
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ence is found and the manager’s totals 
balance, the clearing is over. The banks 
who are indebted to the clearing house 
must pay their balances in cash before 
half-past one; the banks who are cred- 
itors of the clearing house, receive pay- 
ment in cash from the clearing house 
after half pastone. Nocredits are paid 
until all the debits are received. 

Every bank settles its differences with 
the clearing house solely on the figures 
shown on the outside of the packages 
and on the tickets handed over by the 
delivery clerks. If there is any error in 
these amounts, for example, if the pack- 

ge received from the First National 
Bank should purport to contain checks 
amounting to $21,000, and should in 
fact contain cnecks amounting only to 
$20,000, these errors are rectified solely 
between the sending and 
banks, and are not 


receiving 
reported to the 
If there should be in 
the package any bad checks, these must 
be returned by the bank receiving 
them to the bank sending them, before 
3 P.M. 

Under this arrangement, the payment 
required of the clearing house to a cred- 
itor bank upon a check presented, must 
be regarded as only provisional until 
the hour stipulated for the return of 
checks, to become complete only in case 
the check is not returned at that time. 
And if by any mistake of fact the re- 
turn is not so made, then as between 
the two banks, it is treated in Massachu- 
setts, asa payment made under a mis- 
take of fact, precisely to the same ex- 
tent and with the same right toreclaim, 


which would have existed if the pay- 
ment had been made by the simple act 
of passing the money across the counter 
directly to the payee on the presenta- 
tion of the check. The manifest pur- 
pose, the court holds, of a rule fixing a 
time before which checks must be re- 


clearing house. 
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turned and claims made, is to fix a time 
at which a creditor bank can be author- 
ized to treat the check as paid, and be 
able to regulate with safety its relations 
to other parties. A mistake can be cor- 
rected at any time after it is discovered, 
if it places the party to whom the check 
is returned in no worse position than he 
would have been in if it had been re- 
turned within the stipulated time 
(Merch. Nat. Bank v. Nat. Eagle Bank, 
1o1 Mass., 281; Zxch. Bank v. Bank 
of North America, 132 Mass., 147; Alerch 
Bankv. Nat. Bank of Commonwealth, 139 
Mass., 513). But it is held by some 
courts that mistakes cannot be corrected 
after the time fixed by the clearing 
house rule, because it is competent for 
parties to agree that they may not have 
the right to correct mistakes unless done 
within a limited time (Preston v. Cana- 
dian Bank of Com., 23 Fed. Rep., 179). 
Until the hour fixed for returning 
checks, no apparent acceptance of a bad 
check binds the bank apparently so ac- 
cepting. Where a bank received through 
the clearing house a check drawn on it 
in favor of another bank, and filed the 
check and credited it to the bank from 
which it received it, and which cleared 
for the payee, but before the hour fixed 
by the clearing house rules for return- 
ing bad checks, the drawer of the check, 
hearing that the payee had failed, and 
having a defence against the check, 
notified the drawee to stop payment, 
and the drawee did so by returning the 
check to the bank from which it had re- 
ceived it, the court held that the filing 
and crediting of the check by the 


drawees were not an unconditional ac- 
ceptance of the same, and they were 
not liable to the sending bank for the 
amount, and consequently might re- 
cover the same. (Ger. Nat. Bank v. 
Farm, Dep. Bank, Pa., 1888, 12 Atl. 
Rep. 303.) 


ere 


panes £ 
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The Clearing House Association owes 
no duty to the owners of drafts sent 
through the clearing house by the bank 
to whom they are given for collection. 
Where, therefore, the bank presenting 
the draft failed the same day, after the 
payment of balances due from the 
various debtor banks to the clearing 
house, and the distribution of this sum 
to the various creditor banks, the clear- 
ing house is not liable to the owner of 


TAXATION OF NATIONAL 


Commenting upon the decision of the 
supreme court of Kansas (published in 
this number) that under the statutes of 


that state, shareholders in national 


banks have no right to deduct debts 
from the assessed value of their shares 
and that the denial of such right is not 
a violation of the national statute as to 
equality of taxation, a national banker 
of that state sends us the following com- 
munication : 


The decision is generally regarded as 
a remarkably inferior document in the 
reasoning which premises the conclu- 
sions, and in its evasive treatment of 
several citations which bear so directly 
upon the question that it is hard to see 
how there could be but one outcome. 

Especially is this so regarding the case 
of Bank of Leotiv. Fisher, in the 45th 
Kansas, and the manner in which the 
present decision disposes of the pre- 
vious one by the same court, would be 
ridiculous were it not from a supreme 
court. Again; our Kansas _ justice, 
Allen, says: ‘*We cannot in this case 
take judicial notice of the fact that such 
credits (other than corporate stocks and 
real estate securities) constitute a large 
or even a material part of the monied 
capital of the state.” 

Despite our supreme court’s disposi- 
tion to take no judicial notice of such 
securities, itis a fact that no inconsider- 
able percentage of the monied capital of 
Kansas is in the hands of private per- 
sons and invested in loans secured by 
chattel mortgage, personal and collat- 
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the draft. (Crane v. The Clearing House . 
Asso., 2 Pa. Dist. Rep., 509.) 

Wherever the question has come be- 
fore the courts, they have held that the 
duty of the cleasing house is solely to 
its members, and not to the depositors 
and customers of its members; to them 
it is a stranger, owing them no duty 
and liable to them for no dereliction. — 
Frederic E. Perham in University Law Re- 
view. 

BANK STOCK IN KANSAS. 
eral security. 

Our town has as much private capital 
invested in this way as the combined 
capital of our two national banks and the 
same thing is true of other parts of the 
state. Indeed the bulk of the capital of 
the banks themselves is so invested. 

The justice who handed down this de- 
cision (Allen) is the Populist member of 
our supreme court and the opinion seems 
to be pretty general that on his part the 
decision was made on pure party 
groundsand that the other justices con- 
curred with but little examination into 
the merits of the question and as the 
way which would make the least dis- 
turbance among the people. 

One of the district judges of Kansas 
whose legal repute is as great as any of 
our supreme justices, said to me in com- 
ment upon this case, that ‘‘he did not 
defend the justice or wisdom of a law 
which permitted any deduction from an 
assessmentof personal property, butthat 
such a law does exist in this state and 
that, not only does the use of the word 
credit in our statutes clearly mean bank 
stock but the supreme court of our state 
has so held before and is simply backing 
water.”” He referred to the case men- 
tioned in the 45th Kansas. 

This decision, however, does not seem 
to be more widely at variance with the 
law than a number of others which the 
same tribunal has handed down during 
the past twoor three years. Indeed the 
Central Law Journal of St. Louis has 
printed as its leading article two or 
three times during the past 18 monthsa 
severe criticism on several of the decis- 
ions of the Kansas supreme court. 
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THE PHANTOM QUALITY IN 


What is income? If Lieut, Perry, by 
expending $40,000 in fitting ont an 
Arctic expedition which consumes three 
vears, makes himself sufficiently in de 
mand as a lecturer so that he can obtain 
$40,000 by lecturing six months, what is 
his income for the purposes of a tax on 
incomes? Would not any tax laid on his 
income be simply a deduction from the 
fund available fur his next Arctic expe- 
dition? Should the income tax rest on 
forty thousand dollars, on eighty thous- 
and, or on nothing? A cotton factory, 
newspaper, or steel-rail mill devotes ten 
years to building up a trade, absorbing 
all the capital it can draw in and pay 
interest upon from whatever source, 
uncertain all the time whether it is ad- 
vancing to a fortune or to ruin; rein- 
vests in plant and extension all it can 
spare from salaries and wages; is burned 
out several times and depends upon in- 
surance for escape from bankruptcy, and 
finally by a lucky turn in the market 
makes a profit through an unexpected 
rise in its stock of goods on hand or on 
its real estate—is this lucky profit an 
income? If so, what is it if, before the 
tax has been paid, it is swept away by 
an unfortunate speculation in stocks? 

Is money which comes to one by in- 
heritance income? Is real property 
which descendstoone, inceme? Areall 
profits income, or only the annual ex- 
cess of profits over losses and expenses? 
Is ahappy speculation in wheat, income? 
Is a lucky bet at the races, or a fortunate 
drawing in a lottery, inccme? Is the 
portion of a merchant's sales which he 
invests in more goods, larger buildings 
or an expensive home, income? Can 


INCOMES. 


ihe losses of previous years be balanced 
against the profits of this year in arriv- 
ing at income? If a man marries a rich 
wife, is the fortune that comes to him 
through her, income? 

These are a few of the questions 
which may aid usin understanding why 
the presence of an income tax is so fre 
quently spoken of as fruitful of prevari- 
The sub- 
ject of income is an elusive and evasive 
one to reduce to any definite figures, 
unless one has but one means of income 


and that a fixed salary. 


cation, evasion and perjury? 


The money 
which a man expends in support of his 
family is as truly one of the conditions 
on which he can transact business, as 
the money he pays for the rent of his 
store, or as his taxes themselves. But 
if all the conditions on which a man 
does business are first to be deducted, 
then not only rent and living expenses 
but salaries of employees, advertising, 
commissions and all other expenses must 
first come out, before net income is 
And if rent and living ex. 
penses should first come out, then if 
oné, to stop paying rent, buys a resi- 
dence and pays the whole price, such 
price should, as the capitalization of his 
rent, also come out. : 

In short, it is not only difficult but 
impossible to draw a hard and fast line 
which shall distinguish gross income 
from net income, recoupment on pre- 
vious losses from present income, bene- 
ficial accidents from income, casual 
profits of speculation from income, con- 
ditioning expenses from income, illus- 
ory and ultimately profitless investments 
from income, and so on. 


reached. 





TAXATION OF NOTES IN CIRCULATION. Tt 


If a man own realty from which he 
derives a rental of five thousand a year, 
but within the year the seJling value has 
declined ten thousand dollers, has he 
If he got no 
rents, but the property has risen in 
value, is this rise income? 


had any income whatever? 


If no man can satisfy his own mind 
on sucha point, it must always be diffi- 
cult to satisfy that of a public officer. 
And where the terms that exist for the 
statement of facts that are necessarily 
vague and indefinite, as all terms relat- 
ing to income, losses, values, profits, in- 
vestments, etc., must be, it is a vicious 
system which sets people to making 
affidavits couched in these shifting and 
illusory terms, as the means of deter- 
mining how much taxes they are to pay. 


Income being largely an intellectual 


conception rather than a physical fact, 
the effort to tax it upon any _prin- 
ciple of equality or justice becomes il- 
lusory. 

Rather than soil the statutes with 
such an unclean law, inspired by mo- 
tives so mistaken and socially malignant 
as those which have led to the advocacy 
of the income tax at the present time, it 
would be far better to restore the duty 
on sugar to the point where it would 
yield fifty million dollars a year, The 
duty on sugar would incidentally pro- 
tect the cane and beet sugar culture, 
but this by-effect is so subordinate to 
its revenue function that the duty ought 
to meet with slight objection either 
from the party now in power or from its 
opponents.—Prof. George Gunton in 
Social Economist. 


TAXATION OF NATIONAL BANK NOTES “IN CIRCULATION.” 


Notes are not subject to duty before they are issued, 


The ‘‘instructions”’ issued by the 
treasury department to national banks 
in making their semi-annual return of 
circulation subject to duty for the six 
months ending December 31, 1893, con- 
tained the following: 

** As soon as the notes are signed by the of- 
Jicers of the bank and thus made available 
Sor use, they should be treated as being in cir- 
culation, Signed notes in the vault of the 
bank cannot be deducted and treated as not 
being in circulation.” 

This construction was taken exception 
to by the Second National Bank of New 
York, who, through its cashier, Mr. J. 
S. Case, contended that notes not issued 
by a national bank, although signed by 


its proper officers, were not in circulation 
and could not be taxed. The United 
States treasurer supported his position 
by the opinion of the solicitor of the 
treasury which sustained his construc- 
tion of the statute. The question, how- 
ever, was referred to the attorney gen- 
eral of the United States, who has re- 
cently given his opinion that the notes 
of national banks are not subject to the 
tax until they are actually paid out over 
the counter, and all notes in the bank’s 
vault at any time and in any condition 
are exempt from the tax. 

Following is the correspondence upon 
the subject, which will be of interest to 
the officials of national banks: 








1. Mr. Case's Protest. 
New York Ciry, Jan. 5th, 1894. 


To the treasurer of the United States, 
Washington, D. C.: 


Sir—In making this return of the average 
amount of notes ot this bank ‘‘in circulation” 
for the six months preceding January 1, 1894, 
we emphatically protest against the construction 
which your department now seeks to place on 
the words ‘‘in circulation.” Ever since the na- 
tional bank act has been in force notes ‘* not is- 
sued by a national bank, although signed by its 
proper officers,” etc., have been regarded by 
your predecessors as ‘‘ not in circulation” and 
‘fon hand.” Fora definition of notes ‘‘in cir- 
culation” you are referred to Sec. 5182 of the 
national bank act which says: 

‘* After any association receiving circulating 
notes under this title has caused its promise to 
pay such notes on demand to be signed by the 
president or vice president and cashier thereof, 
in such manner as to meke them obligatory 
promissory notes, payable on demand, at its 
place of business, such association may issue 
and circulate the same as money.” 

How your department can interpret the above 
section to mean that notes are ‘‘in circulation” 
before they have been issued by the bank is in- 
comprehensible tous. We think the word ‘‘is- 
sue’ as used in said section implies an act on 
the part of the bank necessary before such notes 
can ‘*‘circulate the sameas money.” After that 
act of issue has been performed then, and then 
only, are such notes taxable as being ‘in cir- 
culation ” or outstanding. 

One would suppose that the words in the 
blank form of quarterly report, furnished by 
the comptroller—item No. 4 under liabilities— 
would fix the meaning of notes regarded as *‘ in 
circulation.” There we have 

‘* Circulating notes received from comptroller 

‘*Less amount on hand,” etc. 

There is no suggestion that the words ‘‘on 
hand” mean incomplete (unsigned) notes only. 
According to your ruling, the *‘ notes received 
from the comptroller” are not in circulation 
until they are ‘‘signed by the officers of the 
bank and thus made available for use.” But 
how is it that those ‘‘on hand” are nota lia- 
bility of the bank? Simply because they have 
not been issued and, therefore, are not in cir- 
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culation.” A promise to pay does not become 
a liability of the promisor until it has left his 
hands and is ‘‘in circulation,” 


Yours respectfully, 


(Signed) J. S. Case, Cashier. 


2. TREASURER MorGAn’s REPLY. 


TREASURY DEPARTMENT, 
OFFICE OF THE TREASURER, 
Wasuincron, D. C., January gth, 1894. 


Cashier, Second National Bank, New York 
City: 


Sir—In reply to your letter of the 5th instant, 
protesting against the construction put by this 
office on the statute imposing the duty on the 
notes of national banks, I wish to say that the 
position taken is sustained in an opinion on the 
question given by the solicitor of the treasury. 

I will add, however, that in view of the im- 
portance of the question, the secretary of the 
treasury has requested the opinion of the at- 
torney general, and this department will be 
guided by that opinion, of which you will be 
duly advised. 


Respectfully yours, 


D. N. MorGan, 
Treasurer of U. S. 


(Signed) 


3. THE CONCLUSION. 


TREASURY DEPARTMENT, 
OFFICE OF THE TREASURER, 
WasHINGTON, D. C., June 14th, 1894. 


Cashier, Secend National Bank, New York 
City: 


Sir—In reply to your letter of the 13th in- 
stant, in reference to the semi-annual duty due 
from national banks I have to say that in ac- 
cordance with the opinion of the attorney gen- 
eral the notes of national banks are Nor subject 
to the tax until they are actually paid out over 
the counter and all notes in the bank’s vault at 
any time and in any condition are exempt from 
the tax. 

Respectfully yours, 
D, N. MorGan, 


(Signed) 
Treasurer of U. S. 
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REAL ESTATE LOANS FOR BANKS AND BANKING INSTITUTIONS. 


A paper read bef re the Missouri Bankers’ Association, June 12, 1894, by Br here Jane, Second Vice Presi- 


dent and Counsel! of the Mississippi Valley ‘rust Company cf St. 


In view of the fact that there are pend- 
ing in congress several bills (notably 
one introduced by Mr. Oates, the dis- 
tinguished representative from Alabama 
and present nominee for governor) to 
repeal or make more liberal that pro- 
vision of the national bank act that pro- 
hibits national banks from making loans 
on real estate for a contemporaneous or 
future debt, it may be interesting to look 
somewhat into the matter of ‘real es- 
tate loans for banks and banking insti- 
tutions ’ 

It becomes material that we know the 
nature of both banks and real estate 
loans. 

As we have now no banks of issue, 
except national banks, and are not likely 
soon to have, as the bill in congress re- 
pealing the tax on the issues of state 
banks has been within a week over- 
whelmingly defea'ed; and, as national 
bank issues are required to be secured By 
government bonds, for the purpose of 
this paper the word ‘‘ bank” will be 
used as meaning a bank of discount, 

Banks are created for the purpose of 
receiving the deposits of the business 
community, for furnishing money to it 
and for facilitating its exchanges. It 
seems to be the consensus of opinion of 
nearly all those who have studied the 
philosophy of banking, as well as of 
those most experienced in the intelli- 
gent management of banks, that they 
are formed for the purpose of handling 
consumable wealth--crops, manufac- 
tured articles—and things transferable 
by delivery. 

Deposits, being, as a rule, payable on 
demand, the bank pays no interest on 


ouis. 


them, but in return for them gives to 
the depositor on short notice a conceded 
line of discount in proportion to his 
balances. And the depositor, to be en- 
titled to the discounts he will need at 
certain seasons in his business, must 
keep in his bank, balances commensu- 
rate with the accommodations he will 
require. Inorder to lead to the general 
employment of its funds, the bank 
should have depositors in various lines 
of business, they thus requiring dis- 
counts at different seasons of the year. 
In order to meet its obligation to these 
depositors it should, in a general way, 
have its loans mature with the changing 
seasons, Itis to this end mainly that 
banks limit their discounts to go days 
or four months. The consideration to 
the depositor is that he shall have a safe 
and convenient depository for his money 
and a proper line of discount. The con- 
sideration for the bank is the interest 
it gets and the fact that it accommo. 
dates those who therefor will keep bal- 
ances with it. These considerations lead 
the bank to scatter its loans among its 
depositors in small or medium sized 
loans for short time, and forbid it, with- 
out a departure from the fundamental 
principles of its organization and the 
well recognized obligations to its de- 
positors, from advancing money in the 
form of permanent loans, or, as they are 
called, ‘*dead loans.’’ Such loans do 
not bring deposits and cannot be cailed 
in to meet sudden withdrawals of de- 
posits. The money in each such loan 


accommodates only one customer once 
in a term of years, whereas such money, 
on principle and in order to best sub- 
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serve the interests of the bank, should 
furnish accommodations at least three 
times to the one customer or once to 
each of three customers in every year, 
and all the time cause to be in the bank 
an average balance of about one fourth 
to one-third of itself. 

No; should the bank’s capital, as dis- 
tinguished from its deposits, be other- 
wise used. It should alike work to 
bring the most business to the bank and 
should add to the safety and strength 
of the bank by at ail times furnishing a 
ready margin of reserve to meet sudden 
withdrawals of deposits or unexpected 
requests for discounts, 

The necessity of the bank taking short 
time paper, such as can be made to pro 
duce cash at maturity, is practically il- 
lustrated by the experience of our na- 
tional banks in the recent panic. It is 


not worth while to quote from promi- 


nent writers nor to refer to failures of 
particular commercial banks that have 
experimented with real estate loans in 
this country or in England, nor to draw 
lessons from the recent cyclone of fail- 
ures of such banks in Australia. As 
loans and discounts generally about 
equal deposits, (on May 4, 1893, the 
loans and discounts were $2,161, 401,- 
858.59, while deposits were $2,178,558, - 
970.73) the bank ought to make the re- 
duction of its loans keep step with the 
reduction of its deposits. The last re- 
port of the comptroller of the currency 
shows that in the five months between 
May 4th and October 3d, 1893, there 
was $378,119,562.91, or over 1713 per 
cent. of the deposits withdrawn from 
the banks, while during the same term 
the banks were able to reduce their 
loans and discounts only $317,767,- 
691.08, or less than 1434 percent. To 
meet this deficit the banks reduced the 
amounts due from banks and bankers 


$51, 98,856 out of $328,667,622.58 or 
about 15.5 per cent, and reduced the 
investments in stocks and securities 
$2,177,912.40 out of $150,>47,862.86, or 
less than 1.5 per cent., while during the 
same period the item of other real estate 
and mortgages (which means other than 
banking houses) increased from $16,- 
646,853 69 to $16,828.949.40. ‘To pro- 
vide against fur.her danger of with- 
drawal of deposits which strongly men- 
aced them, the banks between the same 
dates increased their liabilities for 
money borrowed in various ways $36,- 
615.092 and through the taking out of 
additional circulation $31,265,616, of 
which amount $27,888,905 was taken 
out between July 12 and October 3, 
1893."" The shrinkage of deposits from 
May 4thto July 12th 1893 was $256,904,- 
744. 89. 

Good banking, as it finds embodiment 
in the national bank act, requires a re- 
serve of 25 per cent. in cities and 15 per 
cent. in the country. On May 4, 1893, 
the reserve of the national banks, fig- 
ured from totals, was about 17 I-4 per 
cent. Thecash resources of all national 
banks on May 4, 1893, were $343,901,- 
803.71, and by July 12th following they 
had decreased $33,559,266.92, or over 
934 per cent, showing that in these 
69 days the banks fell that much short 
of being able to reduce their loans and 
realize from other sources as fast as the 
deposits were reduced. * : 

If the showing made by the banks on 
July 12th, 1893, had been much worse, in 
short, if the banks had not been able to 
realize so largely from their loans and 
discounts, the reserve would have been 
telow the amount fixed as the legal 


* It should be noted that the above figures do not 
iuclude the clearing house certificates issued inthe 
various cities. 
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jimit and much greater financial trouble 
would have ensued. 

These figures show that while the 
banks, as we all know, were making 
every possible effort to realize on all 
their resources, they could (from May 
4to October 3, 1893) reduce their indebt- 
edness from banks and bankers 15.5 per 
cent., their loans and discounts 14.7 per 
cent., their stocks and securities less 
than 1.5 per cent., while real estates and 
mortgages could not be reduced at all, 
put actually increased. They demon- 
strate the necessity of the banks having 
assets from which they can readily real- 
ize and suggest the danger that would 
have come not only to the whole system 
of national banks but to the country at 
large, if any very considerable per cent. 
of the assets of the national banks had 
been tied up in ‘‘ dead loans.” 

Let us now look into the nature and 
requisites of real estate loans under ex- 
isting conditions. 

All prudent lenders appreciate the 
importance of 

(1) A personal inspection of the prop- 
erty by a trusted and experienced per- 
son, 

(z) A search of the records by a title 
examiner. 

(3) An opinion by an attorney as to 
the abstract of title. 

(4) The draft of a proper mortgage or 
deed of trust. 

(5) An inquiry into the character of 
the mortgagor or maker of the note; 
and 

(6) A familiarity with the methods of 
foreclosure. 

| hese steps require time and expense 
and are beset with technical difficulties. 
Different lenders have different abstrac- 
ters or different attorneys, so that there 
is the same expense over again every 
time a new loan is made. If the loan is 


extended it is prudent to have the title’ 
run down to see that the taxes, general 
and special, have been paid and that no 
unauthorized releases have been made. 
These steps must be taken the same for 
a short loan as fora long one, Custom 


has fixed a real estate agent’s commis- 
sion for a real estate loan at 2% per 








BRECKINRIDGE JONES, 


BRECKINRIDGE JONES was born October 2, 1856, 
near Danville, Ky., and entered the Kentucky Uni- 
versity at Lexington as a freshman in September, 
1871, and the next year, his father having bought a 
home at Danville, Ky., the son ente ed Centre College 
from which he was graduated in 1875. During the fol- 
lowing session he taught ina graded school at Law- 
renceburg, Ky., and the two years after was a law 
studentin the office of the distinguished Col. Thomas 
Peyton Hill, at Stanford, Ky., being admitted to the 
bar in 1877. In October 1878 he came to St. Louis, en- 
tering the law office of Lee& Adams. That winter he 
attended the St. Louis law school and the following 
sumer attended the summer law school at the Uni- 
versity of Virginia. In November 1883 he was elected 
from St. Louis a member of the Missouri House of 
Representatives. On October 21, 1885, he married Miss 
Francis Miller Reid, of Stanford, Ky., and four chil 
dren bless the union, 

Mr. Jones continued the successful practice of the 
law until the fall of 1888, when, by reason of the inter- 
est of himself and immediate friends, he undertook the 
reorganization of the Decatur Land Improvement & 
Furnace Co. at Decatur, Ala. By reason of the yellow 
fever epidemic there that year this work kept him 
from St. Louis until 1890, when he returned and be- 
came the secretary of the Mississippi Valley Trust Co. 
at its organization. (Capital, $1,500,000.) In 1893 this 
company increased its capital to $2,600,000, and in 
February 1894 Mr Jones was elected 2d Vice-Presidert 
and Counsel, which position he now holds. 
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cent. of the amount of the loan, the loan 
being usually made for three or five 
years. 
make an inspection of the property and 
give an opinion as to its value and at- 
tend to all other details and consum- 
mate such a loan will not consent that 
the commission of 2% per cent. is based 
on the loan being for three or five years 
and proportionately reduce the commis- 
sion if the length of time of the loan is 
reduced. If the loan be at 6 per cent., 
the commission at the start, outside of 
the expense of abstract, altorney's opin- 
drafting and 

amounts to interest 
rowed for five months. 
able to ask a lender or his agent to go 
to all the trouble incident to consum- 
mating such a loan without paying a 
reasonable compensation for the serv- 
On loans for a short time the ex- 
peuse increases the cost of the loan to 


Persons who are competent to 


ion, recording papers, 


on the sum bor- 


Nor is it reason- 


ices. 


beyond a reasonable rate of interest for 
Thus, at the 
start, the cost and delay of arranging 
the loan practically requires it to be a 
long time loan. 

The lender of money on farm lands, 


the money borrowed. 


as a general rule, must expect that the 


borrower will, to a very considerable 
extent, earn from the land mortgaged 
A 6 per 
cent. loan on a farm at 50 per cent. of 
its value would make an annual interest 
charge of 3 per cent. on the value of the 
farm. The farmer would have to earn 
from his farm, crop, stock, etc., in ex- 


the money to pay off the loan 


cess of 15 per cent. per annum on the 
value of the farm to enable him to pay 
The farmer 
must, as a rule, await the maturity of 
his crops or the marketing of his stock 
to pay much on his debts 
ture of the case the real estate owner 
who mortgages his property must, ina 


off his loan in five years. 


In the na 
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general way, have what bankers would 
call ‘*long time”’ to enabie him to pay 
off his debt. 

The lender must also take into con- 
sideration the time it will take to fore- 
close if default is made. Fortunately 
in Missouri our laws permit a foreclosure 
by a trustee under a deed of trust with 
in 2odays after default (the provision 
as to redemption being of such a nature 
that it is seldom put in use), but in 
many of the states they do not have 
what they call ‘‘ cut-throat mortgages,” 
but require a foreclosure by suit in court 
with all its incidental possibilities of de 
lay; and then, after sale by decree, the 
borrower has from one to two years 
within which to redeem. 

These difficulties cleariy put real es- 
tate loans outside of the category of 
quick assets, and, hence, not the kind 
of securities in which a bank should in. 
vest any considerable portion of its 
assets. 

For convenience of reference I attach 
hereto a copy of the provisions of the 
national bank act as to lending on real 
estate, together with a memorandum of 
the leading constructions that have been 
placed on it—in each instance giving 
the construction was 
given. (See note No. 1.) 

This prohibition against lending on 
real estate has also been 


the case in which 


construed to 
extend to prohibiting a national bank 
from accepting as collateral a real e:- 
tate, note on the reasoning that the bank 
should not do indirectly what it can not 
do directly. 

In those sections of the country where 
there is not a surplus of money, this 
prohibition in the national bank act has 
been repeatedly the cause of objection 
from real estate owners. Representa- 
tives in congress from the south and 


west at divers times nave introduced 
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bills to repeal, or make more liberal, 
the prohibition. The following objec- 
tions have been urged: 

(1) That real estate, being the basis of 
all values,should not be thus ‘“‘outlawed.” 

(2) That loans on real estate are as 
safe as any loans that can be made, 

(3) That even if such loans are not 
available in the sense of becoming 
shortly due or being capable of speedy 
forced payment, they are valuable as 
collateral for the bank to borrow money 
on if it needs it. 

(4) That the farmer, as a rule, has 
only land to offer as securitv for his 
loan, and the prohibition is an unfair 
discrimination against him. 

(5) That as railroad and other cor- 
poration bonds are allowed as collateral, 
the land owner ought to be allowed to 
mortgage his land (in effect bond it) 
and use the bonds or mortgage notes as 
collateral. 

(6) That the whole money power of 
the national banks is thrown in favor of 
the middle man, merchant, manufac- 
turer and bondholder, as against the 
real estate owner, 

(7) That the national banks absorb 
the surplus capital of the country and 
leave no money for the land owner to 
borrow with the land as security. 
these considerations it is 
claimed that the prohibition should be 
repealed, or so far amended as to allow 
the national banks to lend a designated 
proportion of their assets on real estate. 


From 


There is force in some of these ob- 


jections, and, doubtless, if the law were 


changed, in many instances national 
banks might make loans on real estate 


both to 
But 
the national bank system is for the 
country at large and is expected to move 
smoothly in times of wind and storm in 


with safety and with profit 
themselves and to the borrower. 


financial matters as weli as in times of 
placid sailing. Being the main instru- 
ment for facilitating the exchanges of 
the country, for holding the bonds of 
the government and for allying the 
money powers of the country to the 
government, its general safety is of 
sufficient moment to justify, if neces- 
sary for the general good, the yielding 
of the interests of special lines of prop 
erty or of special sections of 
country. 

The farmer as well as the manufac- 
turer has his welfare advanced bya 
provision that assures him that at all 
times there shall be ample tunds in the 
banks to be devoted solely to bandling 
consumable wealth and those articles 
that are transferable by delivery. The 
money of the bank goes to the farmer 
on his growing crop, for marketing or 
awaiting a market for his matured crop, 
for feeding his stock, for paying for it 
when it is sold, and for cheaply bringing 
to him the things he buys. 

Moreover, outside of national banks, 
there are individuals, banking institu- 
tions and other corporations whose 
business, purposes and organizations 
are such that the making of long loans 
is not inconsistent with their welfare. 
The following table, based on latest re- 
turns, showing the comparative strength 
of national banks and all other banks, 
(including state banks, loan and trust 
companies, savings banks and private 
banks, but not including insurance com- 
panies, building and loan associations 
and other corpurations that make loans 
on real estate) is taken from the comp- 
troller’s last report (page ro), viz. : 


the 


National Banks. 


$1,843,634, 168 
224,040,800 
148,569,950 
678,540,339 
390,225,444 

1,465,440,904 


Total resources... $3,109,563,284 


All Other Banks. 


$2,348, 193,077 
149,982,221 
859,622,129 
406.007,240 
346,206,287 

39070, 462,680 


$3.979,008,533 


Loans, etc 

United Stares bonds. 
All other bonds 
Capital stock 
Surplus and profits.. 
Deposits 
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The savings banks alone show real es- 
tate loans to the amount of $763,559,985. 
The savings banks and loan and trust 
companies with aggregate resources of 
$2,740,439,653, have deposits of such a 
character and on such terms that long 
loans are sought by them and are more 
desirable for them, in general, than the 
quick loans that are essential to the 
commercial banks. By separating the 
business of the latter banks from the 
others, the interests of both are sub- 
served. Those specially trained for 
special lines are enabled to devote them- 
selves to their specialty and the inter- 
mixture of commercial business with 
“dead loans,” the rock that experience 
has shown is dangerous, is thereby 
avoided. 

The fault is not with the law nor 
with those banks that refuse to make 
real estate loans under the present 
costly, cumbersome and _ technical 
method that must be followed in making 
real estate loans, but rather with the 
present system of real estate transfers. 
Let not the complaint be against the 
bank for accepting railroad or other 
bonds that are quick assets as collaterai 
nor against the owners of railroad or 
other corporate property for inventing a 
scheme by which they can utilize their 
property as collateral; but, as the funda- 
mental principle on which the bank is 
operating cannot be changed and the 
bank cannot be relieved of paying its 
deposits on demand, if the banks and 
the real estate loans must be brought 
together, let the ancient system of land 
transfers be remodeled to suit the thrift, 
activity and quick dealing of modern 
times. There is a field of great promise 
for some aspiring public servant, one 
who could devise asystem by which the 
land owner will be enabled to borrow 
on his land with the same facility that 
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the bondholder or stockholder can bor- 
row on his bonds or stocks. The reform 
is merely suggested. For the conve- 
nience of those who may become in- 
terested in the movement to that end in 
this state, I attach hereto a list of books 
of reference relating to the Torrens sys- 
tem of land transfers now so success- 
fully in operation in Australia, Whether 
the end desired shall be reached by the 
Torrens system, which has been reported 
on favorably by many commissions in 
this country, or through the agency of 
title guarantee companies now becom- 
ing so popular in all the cities, I leave 
for others to discuss. (See note No, 2 ) 

In closing I beg to say that this sub- 
ject was approached without prejudice 
and with a desire to allow the logic of 
the situation to control the thought. 

The conclusion reached is that any 
repeal or relaxation of the prohibition 
now on national banks as to making 
loans on real estate would be unwise, 
and that the fairly well defined line of 
demarcation between commercial banks 
whose assets must be guick and other 
banking institutions that may safely 
handle dead loans should be preserved 
and emphasized. 

BRECKINRIDGE JONES. 


NOTE NO. 1. 


(Sec. 5137.) ‘‘A national banking associa- 
tion may purchase, hold and convey real estate 
for the following purposes, and for no others. 

First. Such as shall be necessary for its im- 
mediate accommodation in the transaction of 
its business. 

Second. Such as shall be mortgaged to it in 
good faith by way of security for debts pre- 
viously contracted. 

Third. Such as shall be conveyed to it in sat- 
isfaction of debts previously contracted in the 
course of its dealings. 

Fourth. Such as it shall purchase at sales 
under judgments, decrees or mortgages held 
by the association, or shall purchase to secure 
debts due to it. 
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But no such association shall hold the pos- 
session of any real estate under mortgage, or 
the title and possession of any real estate pur- 
chasedto secure any debts due to it, for a longer 
period than five years.” 

(See pages 51 and 56 of last report of comp- 
troller ot the currency.) 

1. National banking associations are by im- 
plication prohibited from taking mortgages on 
real estate as security for contemporaneous 
loans. National Bank v. Matthews, 98 U. S., 
621; Fowler v. Scully, 72 Penn. St. 456; Kansas 
Valley National Bank v. Rowell, 2 Dill., 371; 
Commonwealth Bank v. Clark, 4 Mo.. 59; 
Crocker v. Whitney, 71 N. Y., 161; Fridley v. 
Bowen, 87 Iil., 151. 

2. But where such security has been taken, 
noone but the government can be heard to 
complain that the association has exceeded its 
powers. National Bank v. Matthews, supra.; 
National Bank v. Whitney, 103 U. S., 99; 
Swope v. Leffingwell, tos U. S., 3; Reynolds v. 
National Bank, 112 U. S., 405; Fortier v. Na- 
tional Bank, 112 U. S., 439. 

3. Where a national banking association sells 
real estate it may take a mortgage thereon to 
secure the payment of the purchase money. 
New Orleans National Bank v. Raymond, 29 
La. Ann , 355. 

4. An agreement by a national banking as- 
sociation to the effect that, in case a note dis- 
counted by it shall not be paid, a mortgage 
given by the maker to his indorser shall inure 
to the benefit of the association, is not inhibited 
by the national banking law. First National 
Bank v. Haire, 36 lowa, 443; National Bank v. 
Matthews, Supra. 

5. A national bank may loan on security of a 
mortgage if not objected to by the United 
States. National Bank v. Matthews, Ib.; Na- 
tional Bank v. Whitney, Supra; Fortier v. New 
Orleans National Bank, Supra. 

6. Where a national banking association ac- 
quires real estate which it is not authorized to 
take, the conveyance to it is not void, but only 
voidable. And the title of the association to 
such real estate is good until assailed in adirect 
proceeding bythe government. National Bank 
v. Matthews, 98 U. S., 621; National Bank v. 
Whitney, 103 U. S., 99; Swope v. Leffingwell, 
105 U.S, 3; Reynolds v. Crawfordsville Bank, 
112 U. S., 405; Fortier v. New Orleans Bank, 
112 U. S., 439. 

7. The amount of real estate which a national 
banking association may purchase to secure a 
pre-existing debt is not limited to the exact 
amount of the debt, but as much may be pur- 
chased as is necessary to secure the debt due, 
so long as the security of such debt is the real 
object of the purchase. Upton v. National Bank 
of South Reading, 120 Mass., 153. 

8. Where the purpose is to secure a debt pre- 
viously contracted, a national banking asso- 
ciation may take a conveyance of real estate 
worth more than the debt and pay the differ- 
ence between the debt and the value of the 


property. Libby v. Union National Bank, 99 
Ill., 622. 

g. A national banking association may take 
as security for a loan the stock of a corporation 
whose entire capital is vested in real estate. 
Such a loan does not amount to a lending upon 
mortgage. Baldwin v. Canfield, 26 Minn., 43. 

10. A national banking association, having 
taken a mortgage on real estate to secure a debt 
previously contracted, may, in order to protect 
itself, pay off a prior lien on the said real es- 
tate; and the lien which it thus acquires it may 
enforce. Ornn v. Merchants’ National Bank, 
r6 Kans., 341; Holmes v. Boyd, go Ind., 332. 

11. Fact that bank at judgment sale of land 
mortgaged to it purchases the mortgaged prop- 
erty, and also other property which it was not 
authorized to acquire, does not invalidate its 
title as to the mortgaged property. Reynoldsv. 
Crawfordsville Bank, 112 U. S., 405. 


NOTE NO. 2. 


Referen~es to Torrens act taken from address 
of Mr. Frank Miller, president of National 
Bank of D. O, Mills & Co., Sacramento, Cal., 
on land transfers, read before the last conven- 
tion of American Bankers’ Association. 


Original acts; 


South Australia, Acts ot 1861, Chap. 22. 

Queensland, (General) Statutes. Vol. 3, p. 
1779. 

Victerla, (General) Statutes 1890, Vol. 5, p. 
32098. 

New South Wales, Acts of 1862, Chap. 9; 1873, 
Chap. 7. 

New Zealand, Acts of 1870, Chap 51. 


Balck. Land transfer: A different point of 
view, 6 Harv, Law Rev., 4lo. 

Beale. Registration of title to land. 
Law Rev., 369. 

Carret. Land transfer: 
of the Torrens system. 7 Harv. Law Rev., 24. 

Coutlee. Manual of the law ot registration of 
titles in Manitoba and the northwest territories, 
Toronto, 18go. 

Elphinstone. 
Rev., 12. 

Fitch. Torrens system of land transfer. 28 
Weekly Law Bulletin, 98, 313. 

Jones. Torrens system of 
Toronto, 1886. 

Key. Registration of title to land. 
Quar. Rev., 324. 

Land transfer reform: Proceedings of a pub- 
lic meeting in Toronto, 1890. (Pamphlet.) 

Mason. Land transfer reform. Toronto, 
1884. (Pamphlet.) 

Marlborough. Transfer 
Rev., 43 (old ser.) p. 54. 

New view of the registration of title to land. 
Westminster Rev., Vol. 126, p. 76. 


6 Harv. 


A reply to criticisms 


Transfer of land. 2 Law Quar. 


land transfer. 


2 Law 


of land. Fortn. 
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Extracts from the address of T. J. Groce, President of the Galveston National Bank, and President of the Texas 
Bankers’ Association, tothe members of the Association convened at Fort Worth, May, 8, 1804. 


Gentlemen of the Convention:—It is not 
my purpose to bore you to day with 
an array of statistics, neither shall 
I startle you with any original propos- 
itions, for my administration has been 
as much the development of suggestions 
made by my predecessor, as a record of 
ideas of my own. The gavel was trans 
ferred to me, accompanied by certain 
responsibilities, the most important of 
which was that suggestion of your 


president, which with your sanction, de- 
volved upon me the appointment of a 
number of committees, having for their 
object an enlargement of interest among 
your general membership. 


These com- 
mittees have formed, with an effort at 
proper distribution, and their names 
and respective duties will be defined in 
the secretary’s report. While I am not 
entirely satisfied that their general 
scope fully covers your intentions, still 
they have the merit of being only tem- 
porary, as not being a part of your or- 
ganic law, they can be changed or elim- 
inated at your pleasure, or the will of 
succeeding presidents, 

Following up another suggestion made 
by my predecessor, 1 wrote to every 
president of a State Bankers’ Associa- 
tion, not domiciled in a reserve city, to 
ascertain the consensus of opinion as to 
the propriety of petitioning congress to 
so enlarge the law as to permit cities 
of 25,000 population to become reserve 
cities, at their option, I argued that the 
natural drift of money toward the larger 
cities was further encouraged by the 
necessity of surplus funds being kept 
where they would count as reserves, and 


an enlargement of the law as indicated 
would have the tendency to create re- 
serve cities in the several states, thus 
keeping each state’s surplus in circula- 
tion in and around its natural habitat, 
establishing at the same time a greater 
independence of the larger centers. I 
present this matter here more as evi- 
dence of effort on my part than of re- 
sults achieved, for the very few responses 
I received (now on file in the secretary’s 
archives) were so discouraging as to 
force the conclusion that perhaps, under 
the stimulus of a big state, and a num- 
ber of prosperous cities, our line of 
thought was a little in advance of the 
times. 

I think it well enough to again pre- 
sent for your consideration that other 
suggestion of President Wooldridge, 
looking to the exemption of manufac- 
turing enterprises from local taxation, 
for a number of years, under certain 
conditions. I will not attempt to add 
anything to the arguments outlined by 
him, leaving it for your wisdom to 
decide if the proposition savors too 
much of class legislation for your en- 
dorsement. In complimenting the last 
convention for its very positive declara- 
tions on nearly every question submitted 
for discussion, I bespeak the same 
measure of earnestness on this occasion, 
for if it be the purpose of this associa- 
tion to generate the respect of the out- 
side opinion, we must manifest our 
faith by an absolute record of our con- 
victions. 


* * * * 


The executive committee of 1893, 
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seemingly gifted with the sense of pro- 
phecy, appointed the Hon. J. F. Miller 
to enlighten this association on that 
complex question, ‘*Panics, their causes 
and how to preventthem.”’ My misfor- 
tune in failing to hear his address was 
very manifest later on, when an apology 
was substituted in its stead in our 
printed proceedings, for an ounce of 
Panic Preventative would have saved 
me a world of annoyance last summer; 
however, my gratitude at having sur- 
vived that trying time had almost con- 
doned Col. Miller's sin of omission when 
it was again pushed to the front by the 
demands of this occasion, for it savors 
so much of quackery to diagnose a di- 
sease after the patient is convalescent 
that I would cheerfully adopt the col- 
onel’s earlier and far-sighted views 
rather than venture an opinion of my 
own as to the causes of the recent panic. 

I hazard no new opinion in the state- 


ment that its source of origin was in the 
attitude of this country on the silver 


The encroachment of this 
metal upon our monetary system, alarm- 
ing the creditor nations of the world, 
who, adding fear to their own necessi- 
ties, from unfortunate experiments in 
other countries, returned our securities 
to us in such volume as to rapidly ab- 
sorb our gold reserves. As this deple- 
tion progressed it provoked so much 
comment from the public prints and 
people generally that contagion followed 
fear and timid funds were withdrawn 
from circulation so rapidly as to paralyze 
business and precipitate failures from 
one end of the country to the other. In 
response to popular clamor and after 
repeal of the law supposed to be the 
cause of the trouble, funds in hiding 
gradually returned to their accustomed 
channels and partial restoration of con- 
fidence was soon apparent in the accu- 


question. 


mulation of the largest reserves in the 
history of banking. 

When the demon of unrest was at last 
exorcised, the commercial machinery of 
the country had become so disarranged 
by a forced process of liquidation, that 
a period of semi-stagnation followed in 
natural sequence, and this, together 
with the uncertainty of tariff legislation, 
seems to answer the question, why com- 
plete confidence has not been restored. 
Other influences may have been poten- 
tial, but it cannot be said that a defect- 
ive banking system was even an impor- 
tant factor in the trouble, for the par- 
tial liquidation incident to the Baring’s 
failure had left the banks in sucha state 
of preparedness that in the face of the 
later and more serious disturbance, the 
merits of our system were made much 
more prominent than its defects. 

Here, it may be well to remark, that 
the present large volume of idle and use- 
less funds seems to negative the popular 
demand for an increased circulation 
and suggests at the same time that 
sound legislation, inspiring creditor na- 
tions with proper faith in our integrity 
and begetting confidence between local 
debtor and creditor alike, were a better 
panacea for our commercial ills 

The laurel wreath is the award of the 
general who saved his army in case of a 
sudden emergency—even by departure 
from military tactics or in violation of 
orders—so should a country’s gratitude 
be the meed of the New York bankers 
for the wisdom and forbearance prac- 
ticed during the panic. If, to save the 
country from chaos and ruin they vio- 
lated the written law, it is more an ar- 
gument for correction of the law than 
for their condemnation, and their very 
sinning should be condoned in the happy 
results achieved; it is more creditable 
for us to record here our appreciation 
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of their efforts than to disparage their 
methods or to entertain for a moment 
the somewhat popular idea that the 
trouble was of their seeking. I hope, 
too, that you will not be unmindful of 
the inestimable services of the Hon. 
James H. Eckels, present comptroller of 
the currency, who, though young in 
years and without previous experience, 
met the responsibilities of his position 
with the coolness of a veteran, and the 
wisdom of a practiced financier. Un- 
merciful to the vicious, and correspond- 
ingly lenient with the unfortunate, it 
was through his discretion and patience 
that many banks were saved from hun- 
gry receivers and rehabilitated under the 
direction of their proper owners. Ex- 


perience is a bitter teacher, but she 
teaches well, and the panic will not 
have been without its beneficent effects, 
if only one-half of the good resolutions 
formulated under its pressure are car- 


ried into practical operation, and if from 
the agony and travail of last summer 
has been borne a broader conservatism 
and a more intelligent comprehension 
of our obligations, then we may ulti- 
mately rejoice that the rod of affliction 
was applied with such a heavy hand. I 
am happy to say that under the teach- 
ings of this association we are gradually 
returning to correct methods in our 
everyday affairs, but a little argument 
is seemingly necessary to convince some 
of the younger and more ardent of this 
fraternity that profit is more desirable 
than volume, and that in handling col- 
lections for nothing, they reduce the 
volume of their own earnings without 
even the scant compensation of being 
considered shrewd and intelligent by 
the fellow at the other end of the line, 
and when it is remembered that the ag- 
gregate burden falls on the one bank 
performing this free service, and the 
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profit, if any, is distributed among the 
many for whom the service is performed, 
the very inequalities of the situation 
should suggest a discontinuance. Our 
sources of revenue are so _ limited 
that we cannot be neglectful at any 
point, and I hope that we will soon 
part company forever with the tramp 
collection, which, in dodging around tor 
a free port of entry,has become so check- 
ered with rubber stamps and illegible 
autographs as to suggest a cross be- 
tween a map in geography and a Chinese 
laundry ticket. 

The danger of that other method of 
obtaining a free service by sending col- 
lections broadcast for credit, was en- 
larged on by me before the Waco con- 
vention, and if J had since practiced 
what I then preached, fewer gray hairs 
would have been my portion to day, for 
from force of habit, my scattered assets 
would not respond to call last summer, 
when every dollar was worth a fortune, 
and seemed even to resent my authority 
when a special detail was sent to bring 
them in. 

Experience, as well as a careful an- 
alysis of the matter leads me to the con- 
clusion that the fiscal conditions obtain- 
ing in this state are too unfavorable to 
justify the payment of interest on fluc- 
tuating balances. It unfortunately hap- 
pens that our seasons of plenty are 
almost simultaneous. Likewise our great 
necessities are embraced in one common 
period. The inability to use surplus 
funds to advantage the year round, to- 
gether with the certainty of withdrawals ~ 
and discount demands, later on, make 
this class of business unprofitable in it- 
self, not to speak of the unhealthy 
physical condition manifested in such 
rapid expansion and contraction of a 
bank’s deposits. Should any of you 
parallel these conclusions with my earlier 
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arguments, I shall borrow the language 
of the political acrobat and defend my- 
self with the remark, ‘‘I was talking 
then; I am swearing now,” for in this 
particular instance consistency is seem- 
ingly more honored in the breach than 
in the observance. Last summer when 
rapid conversion was an essential to 
safety, the wisdom of the framers of 
the national banking law in prohibiting 
loans on real estate was made very ap- 
parent. The situation also developed 
the deficiency of collateral loans. In 
times of plenty these are easily handled, 
by shifting from one bank to another, a 
kind of “robbing Peter to pay Paul” 
process, but under pressure Peter dodges 
the usual issue and refuses to be robbed 
—an unhappy combination of circum- 
stances that makes such loans very 
undesirable. They cannot always be 


avoided, however, since they are usually 
the offspring of local enterprises, need- 


ing the fostering care of banks, but in 
the light of experience their accumula- 
tion should be limited to a certain per 
centage of our assets, and this limited 
amount should not be allowed to estab- 
lish a perpetual claim upon our indul- 
gence. Before quitting this subject I 
must disclaim any intention of encour- 
aging you into a complete revolution of 
methods, for it is certainly much wiser 
to conduct our business in line with 
conditions that constantly prevail than 
to adapt ourselves to a state of affairs 
which, at the worst, happens only now 
and then. My purpose will have been 
accomplished if, in suggesting the ne- 
cessity for intelligent action at all times, 
I have also strengthened your resolu- 
tions towards a greater conservatism or 
checked an incipient tendency towards 
a Napoleonic career, for it is well to re- 
member that the meteoric genius whose 
splendor dazzled a world, died in defeat 
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and filled an exile’s grave at St. Helena, 
while a tall column perpetuates the 
virtues of his sturdy and less dashing 
opponent, and Waterloo has become the 
accepted synonym for all that is disas- 
trous. 

These remarks, as brief as I have 
aimed to make them, are sufficiently 
long to try your patience, but I must 
crave your indulgence for a short review 
of 


OUR RELATION TO THE PEOPLE, 


First, in a brief tribute to your own 
merits, I shall avoid fulsome praise, 
leaving it to the reporters to speak of 
you as the finest looking body of men 
ever gathered together, confining my 
speech as closely as possible to actual 
facts. Neither shall I disparage other 
professions in encouraging a becom- 
ing loyalty for your own, and in assert- 
ing that you have no God-given privi- 
leges. I still hope to prove that it is no 
crime to be a banker. Your elevated 
positions of trust, conferred by a given 
number of representative citizens of 
your respective communities, evidences 
the esteem in which you are held by va- 
rious integral parts of the state. This 
position invites a confidence as sacred 
in its degree as the relation between 
priest and penitent; yet this intimate 
knowledge of your neighbor’s affairs is 
never used as a weapon of oppression. 
No narrow prejudices govern your 
action, for the very essence of a bank- 
er’s creed is to subordinate personal 
animosities to the demands of business. 
Your loyalty to trust had its grandest 
lesson last summer when many individ- 
ual fortunes were pledged for the safety 
of banks, for whose obligations you 
were only partially liable, and as a 
measure of your unselfishness, I assert 
it here that during all of that trying 
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time your personal futures were lost 
sight of in the greater concern for the 
welfare of the interests Confi 'ed to your 
care. The readiness with which you 
contribute to every demand of private 
charity attests your claim to good citi 
zenship, and current history records 
many noble benefactions from bankers 
in the endowment of schools and deserv- 
ing charities. Right here it affords me 
much pleasure to call attention to my 
own home, once the abode of Lafitte, 
and even now designated in the nomen- 
clature of Texas cities as the ‘‘ Pirate 
isle,” where a few years since, a banker 
dying, left as an heritage to the children 
of Galveston a magnificent school build 
ing. A splendid hospital stands as en- 
during evidence of the Christian charity 
of another banker. A little later, our 
school system was enriched by another 
grand building, the gift of a third 
banker in his lifetime, and when he 
died, last year, charity aftercharity was 
remembered in lavish manner, and, com- 
ing to Galveston a few years hence, you 
gentlemen will be shown a towering 
monument, perpetuating the memories 
of the heroes of Goliad, the Alamo and 
San Jacinco, the men who died that 
Texas might live, all the gift of this 
big souled and philanthropic banker. 
What is the relation of your business 
to community and state? Surface indi- 
cations would suggest a bank asa place 
merely for the barter and sale of ex- 
change, This function alone has the merit 
of facilitating trade in all of its various 
channels, but the grandest mission of a 
bank is manifested in that power which 
centralizes the quiet and unseen forces 
of a community, mobilizing the timid 
and scattered funds of the laborer into 
a concrete whole, making them a power- 
ful factor in the development of further 
accretions and in the production of 
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more labor. From this concentration 
of power we see the growth of new in- 
dustries. Oil mills to coin the waste 
products of the farms inta a golden har- 
vest; factories to furnish labor for help- 
less women and children; saw mills and 
furnaces to levy tribute upon our vast 
In fact, all 
requiring capital for their 


forests and mother earth, 
industries 
perfection have their birth-places in and 
around the bank, and in the fulfillment 
of its mission the bank in every trans- 
action stands as a guarantor between 
debtor and creditor, aiding the one in 
developing a higher civilization and in- 
suring the safety of the other. In our 
own state this attraction of capital has 
been more than local in influence, for 
within the past several years perhaps as 
much as $5,000,000 of foreign capital 
has been invested in banking in Texas, 
interesting 3,000 or 4,000 non-residents 
in the progress of our state. This cap- 
ital, though largely corporate in form, 
bows in peaceful submission to every 
demand of law and order, paying liber- 
ally for the support of community and 
state, from a revenue the very limit of 
which is fixed by the state itself. 
Argument is seemingly unnecessary to 
show that a business so honorable as 
banking, not entirely philanthropic, but 
still claiming the merit of promoting 
civilization and encouraging develop- 
ment, managed by men, who have the 
countenance and support of their several 
communities, would have the endorse 
ment of the people as a whole. Outward 
appearances certainly favor the con 
clusion that the independent relations 
existing between the two, and the neces- 
sity of the one for the other, would bind 
them in the bonds of amity and brotherly 
love. The truth or falsity of this proposi- 
tion must be demonstrated later on, 
Following the well-grounded ideas of 
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their obligations to the people, the banks 
of the state, during the panic of last sum- 
mer, practiced a liberality all along the 
linethat wasonly checked by thedemands 
of safety or the rights of depositors, and 
by undue effort the usual advances nec- 
essary to make a crop were forthcoming. 

After months of worry and vexation, 
another crop movement was faced with 
forces worn and wasted and with re- 
serves depleted almost to exhaustion. 
When safety was seemingly assured by 
the early return of advances made at a 
great sacrifice, we were confronted by 
the possibility of the farmers withhold- 
ing their cotton from market, and the 
opinion was freely expressed that this 
was a partof a concerted plan, to ex- 
press their condemnation of our busi- 
ness—it was then, that I gave public ut- 
terance to the opinion that the crop 
would come forward in the usual 
to the utmost limit of the debt incurred 


way, 


in producing it, and only such part of it 
as was free from obligation would be 
held back, with which the farmers cer- 
do as 
pleased, and I am pleased to record it 
here, as my belief, that there was no 
delay in moving the crop, except such 


tainly had the right to they 


as was incident to the seasons and the 
My 
conclusions were based upon the known 


general derangement of the times. 


fairness and gratitude of the American 
public, their readiness to lay aside pas- 
sion and prejudices, in the presence of 
great emergencies, and their willingness 
to meet all obligations ina manly way 
—as well as an earlier personal know- 
ledge of the farmer, for, being born on 
a farm and with the first half of my lite 
spent amid pastoral surroundings, I had 
ample opportunity of studying his hab- 
itsof lifeand thought The farmers asI 
knewthem were independent in thought, 
without being aggressive 


in dispos 
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ition, tenacious of their own rights, 
without tendency to curtail the privi- 
leges of others, performing all the re- 
quirements of ~itizenship, but worship- 
ping only nature and nature’s God, 
Their’s was a life *‘ fed by the bounties 
of the earth and sweetened by the airs 
of heaven,”’ and having plenty without 
riches, and contentment without dis- 
play, they practiced ‘* peace on earth 


and goud-will towards men.” I wish I 
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GROCE, 

could continue this tribute to the great 
agricultural class so largely representa- 
tive of our population, and say that time 
had wrought no change in these happy 
conditions, but candor and a knowledge 
of passing events forces the admission 
that where once reigned peace and tran- 
quility,all is now unrest and antagonism. 
But in applying this antagonism to our 
business, I am inclined to look beyond 
the farmers themselves, regarding them 
more as the instruments for perpetua- 
ting, than the fomenting cause of, dis- 
cord. In this land of liberty, where the 
humblest citizen may aspire to the 
highest places, ambition seems to find 
its greatest opportunity among political 
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paths; this ambition should find its nat- 
ural vent in preaching the sound doc- 
trines of the one or the other prominent 
political parties, awaiting the time when 
leadership should be rewarded for faith- 
ful service, but a great political expon- 
ent has very truthfully said: “Vacancies 
by death are few, by resignation, none;” 
hence, over zealous politicians must 
make opportunity, in the development 
of new crises, in formulating new issues 
and in the promulgation of new theories; 
the most impatient stopping only after 
creation of new parties. One of these 
issues, born of this political unrest, and 
the most promising, in calling the great- 
est numerical force to its support, is the 
antagonism of labor towards capital; 
in this warfare, enthusiasm has seemed 
to include all capital, without reference 
to wrongs inflicted or benefits conferred, 
and: with the progress of time, collateral 
and specific issues have been suggested 
as further cause of antagonism towards 
that character of capital represented 
by banks, and later, fury seems to 
have succeeded enthusiasm, for the 
over-zealous and self constituted lead- 
ers, teaching behind closed door and in 
secret conclave, have at last educated 
the people to believe us little less than 
criminals, denouncing us as robbers, 
when we insist upon our just dues; as 
shylocks, when we practice a becoming 
caution; as impertinent, if we venture 
an opinion as to the financial policies of 
the country, and marking us for utter 
annihilation should we aspire to any 
political office. 

A parallel to the effronterv of some of 
these leaders is found in the story of the 
religious enthusiast who told a friend 
that he had heard the voice of the Lord 
calling him to preach the gospel. The 
sceptical friend demanded oral evidence 
of this astonishing unfitness of things. 
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When the enthusiast repeated the tones 
of the call,the rising and falling intona- 
tions were so easily recognized that the 
friend remarked: ‘* My good brother, 
that was not the voice of the Lord you 
heard; it was that other donkey out 
there calling you.” Ifthe religious en- 
thusiast could confuse the braying of a 
donkey with the voice of the Lord, there 
is possible forgiveness for the political 
Neophyte who mistakes his own self 
communings and inward promptings for 
the voice of the people. History, how- 
ever, records that when the one was 
convinced uf his mistake, he dropped 
further pretensions; but the other abid- 
eth with us yet—and rather than con. 
done his ‘ault, let us drop a tear of 
sorrow for a people who can be won by 
such a doubtful compliment. 

Still another class having heard that a 
flock of geese once saved ancient Rome, 
hope to acquit themselves with equai 
credit, perfectly oblivious to the two 
propositions that the state does not 
need saving, and that their congeners 
of the feathered tribe whose place in 
history they are trying to usurp were 
Roman geese, and their cackle of alarm 
was truly patriotic in purpose, having 
been directed toward an approaching 
enemy and not emitted for the purpose 
of stirring up internecine strife. If the 
untiring office-seekers were to apply the 
same energy to the every-day affairs of 
life, or, instead of prophecying the arri- 
val of forbidding crises, the same talent 
and eloquence had been devoted to the 
doctrines of hope and encouragement, 
we would to-day have a citizenship 
much happier and better, from being in 
the full enjoyment of the blessings of a 
country that is least governed. Far be 
it from me to discourage ambition, but 
let it be the offspring of a lofty patriot- 
ism, finding its inspiration in a country’s 
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necessities, and not the puny birth of a 
narrow-brained statesmanship, fed by a 
people’s passions, and fattened on a 
country’s woes. The glory of the one 
is as enduring as time, and the other as 
evanescent as a summer's cloud. 

Having previously indicated that from 
a soil ind genous to pirates, through a 
line of bankers, there had been evolved 
a race of philanthropists, giving freely 
and unsparingly of their worldly accu- 
mulations for the benefit of coming ages, 
I wish that by following the same paral- 
lel I could showa similar grand devel- 
opment from that other promising 
chrysalis, the pharisaical demagogue 
with his ‘‘ holier than thou” proclam- 
ations; but here, evolution seems to have 
halted half way, and we have only the 
politician as the result—for when wrong- 
ful methods are adopted to forward an 
ambition, they cannot be readily dis- 
carded as occasion may dictate, and 
men in high places cannot purchase 
political longevity save by keeping in 
harmony with the doubtful doctrines to 
which they owe their elevation: hence 
in logical sequence the habits of the 
politician prevail in state legislatures, 
and in the halls of congress, permeating 
even that eminence of respectability, the 
United States senate, where during the 
silver debate of last summer, when the 
country was in the throes of a financial 
depression that required the exercise of 
the wisest statesmanship for a solution, 
men acting as leaders, forgetful of their 
boasted courtesy, heaped upon banks 
and bankers, anathemas and maledic- 
tions in endless quantity and in quality 
as Offensive as billingsgate. 

Gentlemen, we as bankers, cannot 
hold ourselves altogether blameless for 
that antagonism to our business, which 
is a part of current polititical history, 
since we have allowed the storm to 
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gather force by our own inaction, and 
given a semblance of respectability to 
the false teachings of the demagogue by 
our own silence. Slander oft repeated 
assumes the semblance of truth at least, 
even if it be not accepted as truth itself. 
With your mental drift, partaking of 
the methodical habits of your life, you 
find excuse in the declaration that you 
are bankers, not politicians. Attention 
to one’s own business is pre-eminently a 
cardinal virtue, but attention to self 
does not comprise the whole duty of 
man, and with singular inconsistency 
you claim it as a virtue to reap the re- 
wards of your labor, while maintaining 
an eloquent silence against the evils 
which threaten the very root of your 
business itself. It is not my purpose to 
encourage you into a life of politics fur- 
ther than is involved in the proposition 
to defend the fundamental principles of 
your business with the same courage and 
energy that characterizes your attention 
to daily routine, but that first great 
law of self preservation, perhaps a little 
less potent in defense of property than 
in defense of life, is an imperative duty 
for you at suitable times and in proper 
places to combat slander with truth and 
to refute false theories with facts and 
logic, and this association will need no 
higher aim for merit if it will be the 
medium of establishing a better under- 
standing between the banks and bank- 
ers, and people of this state. While 
disclaiming any desire to drift this asso- 
ciation into the troubled sea of politics, 
equal candor compels me to say that 
banking is no more proscriptive of a po- 
litical future than it is a guarantee of 
inherent rights and privileges. The 
financial and political policies of a state 
are so interwoven that attention to the 
one necessarily involves a consideration 
of the other, and neither fear nor the 
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dictates of policy should prevent such 
liberal expressions of opinion on passing 
events as are demanded by a broader 
comprehension of your duties as citi- 
zens, or your obligations to immediate 
trusts, for there is bigotry and intoler- 
ancein any creed that prescribes polit- 
ical ostracism for a man simply because 
he claims banking asa profession. How- 
ever, should ambltion ever lead you 
into political paths, it is well to remem- 
ber that the world loves a brave adver- 
sary and admires the self-respecting 
foe, and you are more likely to attain 
the summit of your hopes by preaching 
sound doctrines, as a matter of belief, 
than to star in the role of sycophant 
in utter abandonment of principle and 
by denying sympathy the very 
methods from which you draw life and 
sustenance. Do your part manfully and 
well and encourage the people to do the 
rest, for the remedy must rest with them 
at last. It is no new saying that he who 
can make two blades of grass, or two 
ears of corn grow where only one grew 
before, is more deserving of a country’s 
gratitude than all the race of politicians 
put together, and while I would by no 
means limit the farmers’ usefulness to 
the production of corn and grass, it is 
still a fact that in their capacity of sov- 
ereings, they belittle their own greatness 
in following the lead of teachers, who 
woo them with their own pernicious 
doctrines, only to use them as stepping- 
stones to their own political preferment, 
for it is patent to the most casual ob- 
server that in dividing the spoils there 
is the same liberality that was manifest 
in the white man’s proposition to the 


for 


Indian. The politician gets the “turkey’ 
every time. 

When the people shall reject these 
evangelists who aim to glorify them- 
selves by ‘‘dealing damnation round 
the land,” and shall look for guidance 
to the better men of their own class, 
being persuaded by reason rather than 
by passion, and shall exercise the veri. 
table rights of freemen in precinct pri- 
mary and in county gathering, then will 
evolution complete itself and we shall 
have as the issue of convention hall a 
line of statesmen who, if not gifted with 
the power to raise mortals to the skies, 
will yet hesitate to drag angels down, 
or if not able to practice the veritable 
religion of love and charity will yet re- 
frain from preaching the doctrines of an- 
tagonism and hate—statesmen, who, 
while recognizing that under the blue 
jumper of the laborer and the coarse 
garb of the farmer there beats a heart as 
responsive to the demands of patriotism 
as ever throbbed beneath the broadcluth 
of the capitalist, yet wonld not seek 
the grace of one by disparaging the 
other. 

Speed the time when the brotherhood 
of man shall prevail, when liberty and 
disfranchisement will not be preached 
in the same breath, when selfishness 
shall yieid to patriotism and when poli- 
tical fabrics instead of being built upon 
a people’s passions within the narrow 


confines of class and sectional legislation 
shall be reared upon that solid founda- 
tion which, in comprehending the ut- 
most limits of a state’s necessities, guar- 
antees the greatest good to the greatest 
number. 
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pais department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 

rectors. The experiences thevdisclose are likewise worthy thecareful attention and study of the merchant, 
the depositor, and the bank student seeking advancement. Furtherinformation regarding any case published 
herein, will be furnished on application. 


TAXATION OF NATIONAL BANK STOCK IN KANSAS. 


SHAREHOLDERS DENIED THE RIGHT TO DEDUCT DEBTS FROM 
OF THEIR SHARES, 


THE ASSESSED VALUE 


Dutton, County Clerk, v. Citizens’ National Bank of Concordia, Supreme Court of 
Kansas. May 5, 1894. 


1. The word “ credit,” as defined in paragraph 6847 of the General Statutes of 1889, and used in the chapter 
providing for the assessment and collection of taxes, does not include shares of stock in a national bank, and 
the owners of such shares have no right to deduct from their assessed value the amount of their debts. 


2. The statute of this state which permits debts owing in good faith by any person, company or corporation 
to be deducted from the gross amount of credits belonging to such person; company or corporation, in listing 
their property for taxation, wren the owners of shares of stock ia a national bank are not allowed to deduct 
their indebtedness from the value of such shares, is not in conflict with section s219: f the Revised Statutes of 
the United States, does not operate to tax such shares ata greater rate than other moneyed capital in the hands 
of individual citizens, and is valid,—the law providing that ail corporate stocks; all moneys secured by judg- 
ment, or lien on real estate; all monevs on deposit in any bank, subject to withdrawal on demand; and substan- 
tially all moneyed capital, of every description, invested for profit--shall be subject to taxation witnout deduc- 


tion of indebtedness. 


3. Injunction cannot be maintained to prevent the coliection of a tax which the plaintiff justly ought to pay, 
for mere irregularities in the proceedings of the assessor, or other taxing officer. 


(Syllabus by the Court.) 


Petition by the Citizens’ National 
Bank of Concordia against Charles W. 
Dutton, county clerk of Cloud county, 
for an injunction to restrain defendant 
from extending on the tax rolls certain 
taxes. Judgment for plaintiff, and de- 
fendant brings error. Reversed. 

Allen, J. (after stating the facts). The 
principal question in this case is as to 
the right of the holder of stock in a na- 
tional bank to deduct his indebtedness 
from the value of the stock where he has 
no other credits from which such de- 
duction can be made. In support of 
this contention, two claims are made: 
(1) That the term ‘‘credit,” as defined 
in paragraph 6847, includes stock in a 
national bank, (2) That section 5219 
of the revised statutes of the United 
States prohibits taxation of national 
bank shares at a greater rate than other 
moneyed capital in the hands of the in- 
dividual citizens of the state, and that, 
as individual citizens are allowed to de- 
duct their debts from their credits of a 
certain class, like deductions must be 
allowed holders of national bank stock. 


We will consider these questions in the 
order stated: 

1. The statutory definition of 
word ‘‘credit,” as given in paragraph 


the 


6847, is as follows: ‘‘ The term credit 
when used in this act shall mean and in- 
clude every demand for money, labor or 
other valuable thing, whether due or to 
become due, but not secured by lien on 
real estate.”” The clause under which 
exemption is claimed, being the last part 
of paragraph 6851, reads as follows: 
‘* Debts owing in good faith by any per- 
son, company or corporation, may be 
deducted from the gross amount of 
credits belonging to such person, com- 
pany or corporation, provided, such 
debts are not owing to any person, com. 
pany orcorporation, as depositors in any 
bank, or banking association, or with 
any person or firm engaged in the busi- 
ness of banking in this state or else- 
where, and the person, company, or cor- 
poration, making out the statement of 
personal property to be given to the as- 
sessor, claiming deductions herein pro- 
vided for, shall set forth both the 
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amount and nature of his debts sought 
to be deducted, but no person, com- 
pany or corporation shall be entitled to 
any deduction on account of any bond, 
note or obligation given to any mutual 
insurance company, or deferred pay- 
ment or loan for a policy of life insur- 
ance, nor on account of any unpaid sub- 
scription to any religious, literary, scien- 
tific, or benevolent institution, or so 
ciety, provided, that in deducting debts 
from credits no debt shall be deducted 
where said debt was created by a loan 
on government bonds or other non-tax- 
able securities.” Paragraph 6846 pro- 
vides ‘‘that all property in this state, 
real and personal, not expressly exempt 
therefrom shall be subject to taxation 
in the manner prescribed by this act.” 
By the various articles in chapter 107, 
on ‘‘ Taxation,” provision is made for 
the assessment and taxation of the va- 
rious classes of property. Article 6, as 
amended by chapter 84 of the laws of 
1891, provides for the assessment of 
stock in banks and other corporations, 
No hint is contained in any part of this 
article that such stock is to be treated as 
a credit in the hands of the stockholder. 
Only the net value of the shares is re- 
quired to be returned. Banking and 
other corporations are allowed, in de- 
termining the value of their shares, to 
deduct all indebtedness, all liabilities of 
every kind and character, not only from 
their credits, but from their assets of 
every description. The value of these 
shares is made up by summing up all 
real and personal property, moneys, 
credits, stocks in other companies, and 
effects of every character and descrip- 
tion, and deducting therefrom lands 
which are specifically taxed, and all 
debts, obligations, and liabilities, no 
matter how secured, or of what kind. 
The net value of a share is only the 
amount that can be realized from the 
property of the company after its ob- 
ligations are paid. It is true that, in 
making the assessment, neither the as- 
sessor, the bank, nor the stockholder, is 
required to go through the process of 
determining the value of the stock in 
this manner, but it is fixed at its true 
value, which can, of course, only be de- 
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termined from the amount of its assets 
and liabilities. It is apparent that the 
holders of stock in banks and other cor- 
porations have a material advantage 
over private individuals, in that they 
are, in effect, allowed to deduct from 
the value of all their assets, real prop- 
erty alone excepted, all their indebted- 
ness, of every kind and character. In 
this respect, money invested through 
the medium of corporations has a very 
great advantage over that invested by 
individuals in personal property. Money 
and all credits secured by liens on real 
estate are also taxable, under the statute, 
in the hands of individuals, without de- 
duction. In respect to such property, 
there is discrimination in favor of banks 
and other corporate capital, Merchants 
and manufacturers, by the terms of 
article 5, are required to return for tax- 
ation the average value of merchandise 
held by them. It matters not whether 
the owner is indebted for any or all of 
such stock, taxes must be paid on it 
without deduction. The statutory defi- 
nition of the word ‘‘credit’’ must be 
construed in the light of all of the pro- 
visions of the statute on the subject of 
taxation. Itis by no means clear that 
stock in a corporation is a demand for 
money, labor, or other valuable thing, 
either present or future. The stock- 
holder has no right to demand from the 
corporation any sum whatever, or any 
valuable thing whatever. If the con- 
cern is prosperous, and the board of di- 
rectors so determine, he may beentitled 
to receive dividends, but he may not 
demand them until they are declared. 
On a general winding up of the busi- 
ness of a corporation, he may be entitled 
to receive more or less than the face 
value of the shares, but he has no right 
to demand any part of it so long as the 
corporation is prosecuting its business 
under its charter. If the venture proves 
disastrous, he may be forced to pay 
losses, rather than to receive profits. 
We think that shares of stock are rather 
certificates of an interest in an enter- 
prise and in the property, of every de- 
scription, subject to the liabilities of 
the corporation, rather than a demand 
for anything. It is a strained construc- 
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tion of the word ‘‘ credit’ or of the word 
‘*demand”’ to hold it to include stocks 
in a corporation. The decisions to 
which our attention is called, which 
seems to give countenance to sucha 
definition as is contended for by the 
bank, we think are to be viewed rather 
as applications of the substantial re- 
quirements of the United States statute 
than as affording a definition of the 
word ‘‘credit” as used in the laws of 
this state. But, if the construction of 
the statutory definition of the word 
‘*credit” contended for by the defend- 
ant in error is correct, the question arises 
whether the legislature had the power 
to grant banking corporations such 
favors. Section 2 of article 11 of the 
constitution is as follows: ‘‘ The legis- 
lature shall provide for taxing the notes 
and bills discounted, or purchased, 
moneys loaned, and other property, ef- 
fects, or dues of every description, 
(without deduction) of all banks now 
existing or hereafter to be created, and 
of all bankers so that all property em- 
ployed in banking shall always bear a 
burden of taxation equal to that im- 
posed upon the property of individuals.” 
In providing for the taxation of banks 
the legislature seems to have always 
disregarded this provision of the con 
stitution, which requires that the value 
of all property and of all credits, of 
every description, held by banks, shall 
be taxed without deduction. The leg- 
islature provides only for taxing the net 
worth of the bank, thereby greatly re- 
ducing the amount of property to be 
taxed. If this provision of the consti- 
tution had been followed by the legis- 
lature, there would be ample ground for 
contending that banking capital was dis- 
crimiuated against; yet, as the funda- 
mental law of the land so requires, there 
could be no question as to the validity 
of laws framed in accordance with the 
provisions of the section of the consti- 
tution quoted, so far as it affected cor- 
porations created under the laws of this 
state. A question, however, would arise 
under the act of congress referred to, as 
to whether the taxation of shares in na- 
tional banks was at a higher rate than 
that on moneyed capital in the hands of 


individuals. We conclude, therefore, 
that the word ‘‘credit,’’ as used and de- 
fined in the chapter of the general stat- 
utes on the subject of taxation, does not 
include shares of stock in banking and 
other corporations, 

2. Section 5219 of the revised statutes 
of the United States provides: ‘‘ Noth- 
ing herein shall prevent all the shares 
in any association from being included 
in the valuation of the personal property 
of the owner or holder of such shares in 
assessing taxes imposed by authority of 
the state within which the association is 
located, but the legisiature of each state 
may determine and direct the manner 
and place of taxing all the shares of na- 
tional banking associations located with- 
in the state, subject only to the two re- 
strictions, that the taxation shall not be 
at a greater rate than is assessed upon 
other moneyed capital in the hands of 
individual citizens of such state, and 
that the shares of any national banking 
association owned by non-residents of 
any state shall be taxed in the city or 
town where the bank is located and not 
elsewhere. Nothing herein shall be 
construed to exempt the real property 
of associations from either state, county, 
or municipal taxes to the same extent, 
according to its value, as other real 
property is taxed.” The claim made in 
this case, and the others argued and 
submitted at the same time with it, of a 
right to deduct individual indebtedness 
from the value of national bank stock 
by the owner, is a novel one. So far as 
our knowledge extends, such right has 
never before been claimed, but the shares 
of stock in national and state banks have 
always been taxed without such deduc 
tions. Counsel have industriously pre- 
sented the decisions, not only of the su- 
preme court of the United States bear- 
ing on the question, but those by the 
courts of last resort in sister states. As 
this is a question of the construction of 
an act of congress, the decisions of the 
supreme court of the United States are 
controlling, and it becomes our duty to 
carefully examine the construction given 
to the section under consideration by 
that tribunal. Inthe case of Hepburn v. 
School Directors, 23 Wall, 480, it was held 
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that shares in national banks may be 
valued for taxation for county, school, 
municipal and local purposes, at an 
amount above their par values, and that 
such shares are not exempt from taxa- 
tion, although, by the statute of Penn- 
sylvania, ‘‘all mortgages, judgments, 
recognizances, and moneys owing upon 
articles of agreement for the sale of real 
estate are made exempt from taxation in 
that county, except for state purposes.” 
And in the opinion in that case the court 
says ‘‘it could not have been the inten- 
tion of congress to exempt bank shares 
from taxation because some moneyed 
capital wasexempt.” In Adams v. Nash- 
ville, 95 U.S. 19, it was held that ‘‘the 
act of congress approved June 3, 1864, 
was not intended to curtail the power 
of the states on the subject of taxation, 
or to prohibit the exemption of particu- 
lar kinds of property, but to protect the 
corporations formed under its authority 
from unfriendly discrimination by the 
states in the exercise of their taxing 
power.’’ Under the laws of New York, 
taxpayers had the right to deduct their 


just debts from the value of personal 
property owned by them, and the bal- 


ance only was subject to taxation. The 
legislature in 1866 provided for taxing 
shares in state and national banks, sub- 
ject only to a deduction of the value of 
the real estate held by the bank, which 
also was subject totaxation directly. In 
the case of People v. Weaver, too U. S. 
539, it was held that this operated as a 
discrimination against the banks, and 
imposed taxation on banking capital at 
a greater rate than on other moneyed 
capital. .It is easy to perceive that the 
laws in that state made a very substan- 
tial discrimination against capital in- 
vested in banking, and the court held 
that the section under consideration in- 
cludes the valuation of the shares, as 
well as the rate of percentage charged 
thereon. In Supervisors v. Stanley, 105 
U. S. 305, the court again had this same 
statute under consideration, and it was 
held that so far as the laws of New York 
discriminated against the holders of 
shares in national banks, by refusing to 
them a deduction from the value of their 
stock equal to the amount of their in- 


LAW JOURNAL. 


debtedness, while such deduction was 
allowed to the individual owners of all 
kinds of other personal property, it was 
in conflict with the act of congress, and 
void to that extent, but that the statute 
was valid, except so far as it refused to 
the owners of national bank stock the 
right to deduct their debts from its val- 
uation. The case of Bank v. Britton, 
105 U. S. 323, goes one step further.’ 
Mr. Justice Miller, in delivering the 
opinion, among other things, says: ‘‘A 
distinction is attempted to be drawn be- 
tween the Indiana statute and the New 
York statute because the former per- 
mitted the deduction of the taxpayer's 
indebtedness to be made from the val- 
uation of his personal property, while in 
Indiana he can only deduct it from his 
credits, and undouvtedly there is such a 
difference in the laws of the two states; 
but, if one of them is more directly in 
conflict with the act of congress than 
the other, it is the Indiana statute. In 
its schedule the subject of taxation 
trom which the taxpayer may deduct his 
bona fide indebtedness is placed under 
two heads, as follows: ‘(1) Credits or 
money at interest, either within or with- 
out the state, at par value. (2) Allother 
demands against persons, or bodies cor- 
porate either within or without this state. 
Total amount of all credits." Theact of 
congress does not make the tax on per- 
sonal property the measure of the tax 
on bank shares in the state, but the tax 
on moneyed capital in the hands of the 
individual citizens. Credits, money 
loaned at interest, and demands against 
persons or corporations, are more purely 
representative of moneyed capital than 
personal property, so far as they can be 
said to differ. Undoubtedly, there may 
be much personal property exempt from 
taxation without giving bank shares a 
right to similar exemption, because per- 
sonal property is not necessarily mon- 
eyed capital; but the rights, credits, de- 
mands, and money at interest men- 
tioned in the Indiana statute, from which 
bona fide debts may be deducted, all 
mean moneyed capital invested in that 
way.” In Boyer v. Boyer, 113 U.S. 689, 
5 Sup. Ct. 706, in a case arising under 
the laws of Pennsylvania, it appeared 
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that: ‘*The laws of Pennsylvania ex- 
empted from local taxation for county 
purposes railroad securities, shares of 
stock held by stockholders in corpora- 
tions, which were liable to pay certain 
taxes to the state, mortgages, judg- 
ments, recognizances, moneys due on 
contracts for sale of real estate, and 
loans by corporations which were tax- 
able for state purposes when the state 
tax should be paid. The pleadings in 
this case admitted in detail large 
amounts of exempted property under 
tnese heads in the state. Held, that 
under these circumstances, this consti- 
tuted a discrimination in favor of other 
moneyed capital against capital in- 
vested in shares in national banks, 
which was inconsistent with the pro- 
vision in section 5219, Rev. St., that the 
taxation by state authority of national 
bank shares shall not be at a greater 
rate than is assessed upon other mon 
eyed capital in the hands of individual 
citizens of such state.” In the opinion 
in that case it is again said that a par- 
tial exemption would not take away the 
power to tax bank shares, but much 
stress is laid on the fact that the ex- 
emption covered a very large part of the 
moneyed capital of the state. In the case 
of Mercantile Bank v. City of New York, 
121 U. S. 138 7 Sup. Ct. 826, it was 
held that the facts that, under the laws 
of the state of New York, trust com- 
panies and savings banks were taxed in 
a different manner from national banks, 
and that deposits in savings banks were 
exempted from state taxation, and that 
bonds of the city of New York werealso 
exempt. were not sufficient to showa 
substantial discrimination against na- 
tional banks. The court, in this case, 
reviewed the previous decisions at some 
length, and adhered to the general pro- 
position enunciated in the former cases, 
—that, in order to invalidate the tax, 
there must be a substantial discrimina- 
tion against national banking capital. 
The case<f Whitbeck v. Bank, 127 U. S. 
i93. 8 Sup. Ct. 1121, arose under the 
laws of the state of Ohio. It appeared 
that the statute of that state allowed an 
owner of moneyed capital, other than 
shares in a national bank to have a re- 


duction equal to his bona fide indebted- 
ness made from the amount of the as- 
sessments of such moneyed capital, but 
made no such allowance on the value of 
shares in a national bank. It was held 
that owners of bank stock were entitled 
to the same deduction of the amount of 
their indebtedness as in the case of other 
moneyed capital. It appears to us that 
the principle declared and maintained 
in all the cases decided by the United 
States supreme court is that there must 
not be a substantiai discrimination 
against capital invested in national 
banks; that the question of minor ex- 
emptions is a matter of state policy, 
with which that court will not interfere; 
and that, when only some minor and 
inconsiderable portions of capital are 
relieved from the burden of taxation, 
the validity of taxes levied on national 
banks will not be thereby affected. The 
supreme court of the state of Indiana, 
in the very elaborate. and well considered 
opinion in the case of Wasson v. Bank, 
8 N. E 97, review the decisions on the 
question, and take judicial notice of the 
fact that the other forms of moneyed 
capital from which debts may be de- 
ducted constitute a Jarge and material 
portion of the moneyed capital of the 
state, and conclude that national banks 
are therefore entitled to a similar reduc- 
tion. Following the decisions of the 
supreme court with reference to the 
same statute, it was said that, in that 
state, indebtedness could be deducted 
from the amount of notes, judgments 
and credits of every description, due 
from any person, company or corpora- 
tion, whether drawing interest or not. 
In this state the deduction cannot be 
made from the amount of judgments, or 
any moneys secured by lien on real es- 
tate. Money on deposit subject to de- 
mand is also taxable, as well as all cor- 
porate stocks We have also examined 
the cases of McAden v. Commissioners, 97 
N. C. 355, 2 S. E. 670; First National 
Bank v. City Council (Towa), 52 N. W. 
334: Miller v Hetlbron, 58 Cal 133; 
Ruggles v. City of Fond Du Lac (Wis ), 
10 N. W, 565; Peaveyv. Town of Green- 
field (N. H.), 9 Atl. 722. None of these 
cases goto the length it would be nec- 
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essary to reach in order to affirm the 
judgment of the district court. Thatof 
Miller v. Heilbron seems to reach the fur- 
thest limit of any. The political code 
of California, provided that ‘‘in asses- 
sing a solvent debt, not secured by 
mortgage or trust deed, a reduction 
therefrom shall be made of debts due a 
bona fide resident of the state.” It will 
be seen that in California the only ex- 
ception is debt secured by mortgage or 
trust deed. On the other hand, the case 
of Bressler v. County of Wayne, 32 Neb. 
834,49 N. W. 787, decided and reported 
first in 25 Neb. 468, 41 N. W. 356, and 
finally disposed of on a rehearing, holds 
that the statute of that state, which al- 
lows all persons, companies or corpora- 
tions, except banks, to deduct the 
amount of their debts from the gross 
amount of their credits, is valid, and 
that, under their statute, persons own- 
ing stock in national banks cannot de- 
duct their indebtedness from the value 
of their shares. That case takes more 


extreme ground than we are required to 
take in this, in order to deny the stock- 


holders the right claimed. The credits 
referred to in our statute are but one of 
many kinds of moneyed capital; if, in- 
deed, they can be regarded as capital at 
all. It would seem to have been the 
view of the legislature that only those 
unsecured credits which were not in gen- 
eral investments for profit, but would, 
in the ordinary course of honest deal- 
ing, be applied, as soon as received, to 
the extinguishment of current debts and 
obligations, should be subject to the de- 
duction, and that in fact such credits 
represented no capital whatever, where 
there was a corresponding debt, to the 
payment of which they, of right, should 
be devoted. We cannot, in this case, 
take judicial notice of the fact that such 
credits constitute a large, or even ma- 
terial, part of the moneyed capital of the 
state. On the contrary, we do take 
judicial notice of the fact that debts se- 
cured by liens on real estate, money in- 
vested in corporate stocks of all kinds 
and descriptions, including railroads, 
banking, insurance, loan and trust com- 
panies, and ail the multifarious forms 
of moneyed securities, moneys on de- 
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posit subject to call, and other forms of 
invested capital, constitute the great 
bulk of the moneyed capital in this state. 
The case of Bank v. Fisher, 45 Kan. 726, 
26 Pac. 482, is cited on the part of the 
bank, as decisive of this case. That 
case, however, merely decides that the 
assessment of the stock, in solido, 
against the bank itself, is invalid, and 
that the individual stockholders are en- 
titled to the same deductions from the 
assessment upon their shares as other 
taxpayers owning moneyed capital are 
allowed. We are entirely satisfied with 
the opinion in that case, but it does not 
reach the question here presented. Upon 
this branch of the inquiry, we conclude 
that section 5219 of the revised statutes 
of the United States is not violated, 
and that neither owners of stock in na- 
tional banks, nor any other banks, or 
corporations of any kind, have the right 
to deduct their indebtedness from the 
valuation of their shares of stock. 

Two minor questions are presented in 
the case. It appears that 40 shares of 
the stock were held by the bank, and 
that these were assessed to the bank. 
In the absence of any showing that, in 
ascertaining the value of the shares of 
stock in the bank, the full 1,000 shares 
were considered as outstanding, we think 
this assessment wrong. The owners of 
the remaining $96,000 of capital stock 
would be entitled to all the property of 
the company, and the 4o shares held by 
the bank would simply amount to just 
as much as a liability as they would as 
an asset. 

The cases of Coal Companyv. Emlen, 44 
Kan, 117, 24 Pac. 340, and Gibdins v. 
Adamson, 44 Kan. 203, 24 Pac. 51, are 
cited in support of the proposition that 
the assessor had no right to change the 
assessment after it was made and re 
turned, and that the board of equaliza- 
tion had no power to add to the amount 
of taxable property returned by the as- 
sessor. In reply to that, we may say 
that this is an action of injunction, in 
which the bank appears as plaintiff; and 
it can only be maintained for the pur- 
pose of restraining an illegal tax, no 
matter what the irregularity in the mode 
of assessment may have been. We are 
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not prepared to say that the board of 
equalization had no power to strike out 
the deduction of debts c’aimed by the 
stockholders, but to which we have held 
they are not entitled. With reference 
to the ‘‘double assessment,” there are 
no averments in the petition from which 
it can be inferred that this property had 
not escaped taxation for the year 1892, 


while in the hands of the same parties. 
If it had so escaped, the double assess- 
ment was right, and the collection of the 
tax, even though about to beirregularly 
placed on the tax roll, will not be en- 
joined. The judgment is reversed, and 
the cause remanded for further proceed- 
ings in accordance with the views above 
expressed. All the justices concurring. 


COLLECTING BANK HELD A DEBTOR FOR PROCEEDS UPON COLLECTION; AND PREFEREN- 
TIAL CLAIM NOT ALLOWED, 


First National Bank of Richmond v. Davis et al. 


Supreme Court of North Carolina, 


April 3, 1894. 


1. Under an agreement between plaintiff bank and the H. bank that the latter should collect notes and 
checks forwarded it by plaintiff for a commission, and remit daily, the relation of principal and agent as to any 
paper ceased on collection, and the relation of creditor and debtor as to the cash immediately arose. 

2. On the failure of the H, bank, it being shown that its cashier had no knowledge of its insolvency till the 
failure, it is not chargeable as for a conversion of funds of plaintiff which it has mingled with its own funds, 
since, in the absence of such knowledge on the cashier’s part, the contract with its necessary implication as to 
the disposition to be made of plaintiff's money on collection, remained in force till the failure. 


Appeal from superior court New Han- 
over county; Brown, Judge. 

Action by the First National Bank of 
Richmond, Va,, against Junius Davis 
and James A. Leak, receivers of the 
Bank of New Hanover, to establish a 
preferential claim against the assets of 
the Bank of New Hanover in defendants’ 
hands. The action was dismissed, and 
plaintiff appeals. Affirmed. 

The following is so much of the case 
on appeal as is essential to an under- 
standing of the opinion: ** Defendant 
Davis is the receiver of the Bank of New 
Hanover, at Wilmington, and defendant 
Leak is a receiver of a branch of said 
bank at Wacesboro. The Bank of New 
Hanover at Wilmington received drafts, 
notes, and other evidences of debt daily 
from the plaintiff for collection, charg- 
ing therefor one eighth of 1 per cent. 
for all collections on Wilmington, and 
one-fourth of one per cent. on all collec- 
tions outside of Wilmington, and agreed 
to remit daily. In pursuance of that 
agreement, the Bank of New Hanover 
received a large number of collections 
from the plaintiff. Said bank collected 
and remitted daily, generally. The let- 


ters from the plaintiff to said bank, in- 
closing said collections sued for in this 
action, run from May 21, 1893, to June 
14, 1893, and are 22 in number. The 
Bank of New Hanover made an assign- 
ment, and receivers were appointed, 
June 19, 1893. The cashier, W. L. 
Smith, had no knowledge that the bank 
of New Hanover was insolvent until it 
failed. The plaintiff kept no deposit 
account for the bank of New Hanover, 
and the Bank of New Hanover kept no 
regular deposit account for the plaintiff. 
At the time of its failure, the Bank of 
New Havover had received for collec- 
tion, sent to it by the plaintiff, the sum 
of $12,286.92. Of this sum $146.11 was 
received in actual money and the re- 
mainder of the said sum was received 
in checks on the Bank of New Han- 
over and the Atlantic National Bank. 
The plaintiff had no knowledge of the 
insolvent condition of the Bank of New 
Hanover. The Bank of New Hanover, 
following the invariable custom of all 
banks, kept its receipts from collections 
and all other moneys received by it 
mixed together in one general fund. 
Burwe tt, J. Aftera careful examin- 
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ation of the numerousauthorities cited by 
counsel representing the parties in this 
cause, we have come to the conclusion, 
upon the facts found, that the relation 
of the Bank of New Hanover to the 
plaintiff bank at the time of the appoint- 
ment of the defendant receiver was 
merely that of debtor to creditor as to 
the sum of money which is in contro- 
versy in this suit. Thetwo banks must 
be presumed to have entered into the 
contract between them with the expect. 
ation and implied agreement that, in 
the transaction of the business provided 
for by that contract, each would act ac- 
cording to well-known and established 
rules and customs in such _ business. 
Planters’ & Farmers’ National Bank v. 
First National Bank of Wilmington, 75 
N. C. 534; Marine Bank v. Fulton Bank, 
2 Wall. 252. Now, it is a well known 


and established custom of banks, when 
acting as collecting agents, either for 
other banks, or indeed for any customer, 
to put all collections made by them into 
the general fund of the bank, unless di- 
rected to make of them a special deposit 


and use them from hour to hour, or 
from day to day, in the transaction of 
their current business, and, when the 
day or the hour arrives for making re 
mittances, to send tw the bank or other 
customer for whom the collection was 
made, not the identical currency or 
money collected, but money or currency 
taken from the general fund without 
any reference to its identity, or, as is 
far oftener done, its cashier’s check on it- 
self or some other bank, or in some way 
to effect a transfer of the fund by the 
use of credits of one kind or another 
without the handling and shipping of 
any actual money or currency at all. 
Speaking of such an agreement, Justice 
Miller said, in AZarine Bank v. Fulton 
Bank, supra, that *‘ the truth undoubt- 
edly is that both parties understood 
that, when the money was collected, the 
plaintiff was to have credit with the de- 
fendant for the amount of the collection, 
and that the defendant would use the 
money in its business. Thus, the de- 
fendant was guilty of no wrong in using 
the money, because it became its own. 
It was used by the bank in the same 
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manner that it used the money deposited 
with it that day by city customers, and 
the relation between the two banks was 
the same as that between the Chicago 
bank and its city depositors.’ And he 
adds that, *‘it would be a waste of ar- 
gument to attempt to prove that this 
was a debtor and creditor relation.” 
This is cited with approval in Commer- 
cial Bank v. Armstrong, 148 U. S. 50, 13 
Sup. Ct. 533, where Mr. Justice Brewer 
said: 

**Bearing in mind thecustom of banks 
it cannot be that the parties understood 
that the collections made by the Fidel- 
ity during the intervals between the 
days of remitting were to be made 
special deposits, but, on the contrary, 
it is clear that they intended that the 
moneys thus received should pass into 
the general funds of the bank, and be 
used by it as other funds, and that, 
when the day for remitting came, the 
remittance should be made out of such 
general funds. And in that case it was 
decided that, as to all money actually 
collected by the Fidelity bank, and put 
into its general fund under authority 
implied from the customs of banks, the 
relation of that bank to the bank for 
whom it was acting as collecting agent, 
was simply that of a debtor to a cred- 
itor. 

It is true that, in the cases cited above, 
the contracts provided that the collect- 
ing bank should remit, not daily or on 
the day of collection, but at stated 
periods. But we do not think that the 
difference in the terms of the contracts 
can make the principles fixed by those 
high authorities inapplicable here. The 
test is, did the plaintiff bank agree, ex- 
presslv or impliedly, that the proceeds 
of drafts, checks. etc., sent by it to 
its collecting agent, the Bank of New 
Hanover, shouid not be held by the lat- 
ter as a special deposit, but merely 
mingled with the other funds coming in 
and used in the daily intricate payments 
and collections of its usual business? 
Such an understanding or agreement 
does not appear to us at all inconsistent 
with the expressed stipulation that re- 
mittances should be made each day. 
This stipulation only required that that 
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should be done each day which, under 
the contracts under consideration in the 
cases cited above, was to be done, not 
daily, but at longer intervals The im- 
portant poiat is not, as we have said, 
when or how often the remittances were 
to be made, but whether it was under- 
stood that the collecting bank could and 
would transact the business as it did, 
treating the checks, drafts, etc., sent it 
as its own in its daily transactions, 
keeping memoranda or book entries to 
show how much was due to the piaintiff 
and to other banks for whom it was 
doing like services, and then, at a con- 
venient hour and in some convenient 
way, transferring to the plaintiff bank 
the money due to it. The manner of 
keeping the account was immaterial,— 
a mere matter of bookkeeping. If, 
under the contract, it was not wrong- 
ful for the Bank of New Hanover to 
use money coming to it from the collec- 
tion of plaintiff's drafts, checks, etc., as 
its own, and remit other money, or other 
checks and drafts, to the plaintiff there- 
for, then it must be that there was no 
breach of trust or unlawful conversion 
in the conduct of the officers of the 
Bank of New Hanover, in the conduct 
of this business for plaintiff It seems 
to us plainthat both banks must have 
clearly understood that the relation of 
principal and agent as to any particular 
check or draft sent for collection ceased 
just as soon as cash or its equivalent 
was received by its collecting bank, and 
that immediately there was substituted 
for that relation, as to that cash, the re- 
lation of debtor and creditor. To an- 


nounce a contrary conclusion would be 
to declare that the officers of hundreds 
of the banks of the couutry were daiiy 
unlawfully and wrongfully converting 
to the use of their institutions the prop- 
erty of their correspondent banks. If 
the cashier of the Bank of New Hano- 
ver had become aware before its failure 
that the bank was insolvent, the know- 
ledge would perhaps have had the effect 
to annul his right, implied from the 
terms of the contract and the established 
customs of such business, to use the col- 
lected funds of the plaintiff as he did. 
It is found as a fact that he had no such 
knowledge; therefore, the expressed 
contract between the parties, with its 
necessary implication as to the dispos- 
ition to be made of the plaintiff's money 
as soon as any of it was collected, re- 
mained in force until the failure. Here, 
there was no unlawful conversion of the 
funds of the plaintiff bank, and there is 
no necessity for the discussion of the 
important question presented in the 
brief of the learned counsel for plaintiff 
in regard to following funds that have 
been improperly used by a faithless 
trustee or agent, The plaintiff has no 
hen upon, orright to, the cash or other 
assets that came to the hands of the re- 
ceiver that is superior to the claims of 
other banks whose relations to the 
insolvent bank were similar to the 
plaintiff's, or to the claims of its de- 
positors, All these, unless some spe- 
cial circumstances confer special rights, 
must stand as mere creditors ani share 
equally in the funds to be distributed. 
The judgment is affirmed. 
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EFFECT OF USURY ON COLLATERAL MORTGAGE, 


McGhee v. First National Bank of Tobias et al., Supreme Court of Nebraska, 
April 4, 1894. 


1. Wherea national bank loans money &t an usurious rate, which is included in the note, in an action to en- 
force the contract, the interest 1s forfeited. Hall v. Bank, 30 Neb. go, followed. 

2. A promissory note given for already accrued interest, in part usurious, was without consideration; and 
suspension of the right of collection between its date and maturity in no way operated to supply this essential 


element, otherwise lacking. 


3. A mortgage gives to the mortgagee no right of possession of the chattels mortgaged, when the note 


thereby secured is wholly without consideration. 


Appeal in replevin by Thomas Mc- 
Ghee against the First National Bank 
of Tobias and John Barton, sheriff, 
There was judgment for defendants, 
and plaintiff brings error. Reversed. 

Ryan C. The defendant had taken 
from plaintiff a note for the sum of 
$470.50, secured by a chattel mortgage 
on certain stock owned by the plaintiff. 
After the note fell due, the defendant 
by its agent, took possession of the 
mortgaged property, with a view to the 
payment of the aforesaid note by fore- 
closure of the mortgage securing its 
payment. Plaintiff replevied the mort- 
gaged property, and upon a trial of the 
rights of the respective parties, had to 
the court, judgment was rendered in 
favor of the defendant for the return of 
said property, or its value. This value 
having been fixed by stipulation, the 
judgment was made absolute for the 
sum of $505, as measuring defendant’s 
damages, 

There is but one question presented, 
and that, too, upon facts as to which the 
parties differ but slightly in their con- 
tentions. Contemporaneously with the 
making of the note for $470.50, there 
was made between the parties thereto a 
written agreement, by the terms of 
which McGhee agreed, in consideration 
of the surrender, by the defendant, to 
Byers, Patterson & Co., of McGhee's 
three notes for the aggregate sum of 
$3,684.04 (the bank receiving therefor 
$2,700 cash from Byers, Patterson & Co.) 
that he (McGhee) should give to the 
bank his said note for $470.50, and that 
he would not bring an action for usury 
against defendant. This agreement fur- 


(Syllabus by the Court.) 


ther provided that all the notes which 
plaintiff had made to defendant shoud 
remain with a party named therein, who 
should deliver the said notes to plaintiff 
after the time for bringing suit under 
the federal statutes for the exaction of 
usury should have fully elapsed, and 
not before. If we add together the 
above $2,700 which Byers, Patterson & 
Co. were to pay the bank, the $470.50 
for which the note was given, and the 
$513.54 denominated a ‘‘discount”’ in 
the agreement, we have a total of $3,- 
684 o4,—the exact amount of the three 
notes stipulated to be turned over to 
Byers, Patterson & Co. Upon full con- 
sideration of all the evidence adduced, 
we conclude that the so-called discount 
of $513.54 was but another name for 
the difference between the interest al- 
ready accrued on usurious notes made 
by defendant to plaintiff, and a sum 
which the interest reckoned on loans at 
the rate of 8 per cent. per annum equaled 
at the date of said written agreement. 
In this view, the note for $470.50 rep- 
resented legal interest if the aforesaid 
agreement was effective to relieve pre- 
vious transactions from the taint of 
usury, and not otherwise. The agree- 
ment, while it purported to be a com- 
promise of differences between the par- 
ties, was clearly confined to the usurious 
transactions above referred to. In Hail 
v. Bank, 30 Neb. 99, it was held that 
‘* where a national bank loans money at 
a usurious rate, which is included in 
the note, in an action to enforce the 
contract the interest is forfeited.”” This 
principle forfeits all the interest due 
upon the transactions between the par- 
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ties, provided the contract is tainted 
with usury. It is insisted however, that 
the forbearance for the time covered by 
the note was a sufficient consideration 
upon which to predicate the right to en- 
force its payment. The proposition ig- 
nores the fact that the entire interest 
had been forfeited, and that at the date 
of the note there was no liability what- 
ever on the plaintiff's part. The for- 
bearance for a stated time of the col- 
lection of that which the payee had 
no right to collect, falls within no 
definition of a ‘‘consideration,” of 
which we have any knowledge. If the 
contention of defendant’s counsel upon 
this proposition is correct, there could 
never be shown a want of consideration 
for a note due at a time later than this 
date, for the proposition insisted upon 
implies a sufficient consideration from 
the mere fact that an interval of time 
intervenes between its date and matur- 
ity. The mortgage was but an inci- 
dent of, and dependent upon, the note 
for its validity. As the note, by reason 
of the premises, was not coliectible, the 
mortgage securing it conferred no right 
of possession of the mortgaged chattels 
upon the defendant. The judgment of 
the district court is therefore reversed. 


Promise to Accept Non-Existing Drafts 


Telegrams and letter construei as binding contract 
en‘orceable by bank cashing drafts—Presentation 
of drafts sufficient notice to promisor—Drafts must 
be drawn within reasonable time after promise. 


Union Bank of Medina v, Shea, Supreme Court of 
Minnesota, May 7, 1894. 


Action by the Union Bank against 
Shea, on defendant’s promise to accept 
certain drafts. 

The plaintiff was a bank doing busi- 


ness in Medina, N. Y. Bowen, who 
resided in the same place, was a pro- 
duce dealer, engaged in buying, selling 
and shipping fruit. Shea, the defe: d- 
ant, was a dealer and commission mer- 
chant in Minneapolis, Minn. During 
the fall of 1891, and prior to November 
5th, Bowen had shipped fruit to defend- 


ant, to be sold on commission. Novem- 


ber 5th defendant wired Bowen: 
“Ship as heavy as possible on apples. Big demand.” 


On receipt of this, and on the same 
day, Bowen went to plaintiff, and re- 
quested it to advance him $1.25 per 
barrel on his drafts on defendant 
against consignments. The plaintiff 
consented to do this if defendant would 
Wire or write it that he would accept the 
drafts, bills of lading for the consign- 
ments to be attached to the drafts as 
security for their payment, Thereupon 
Bowen wired defendant: 

‘* Will ship six or seven cars to-day. Wire Union 


Bank you will pay any sight drafts, ten shillings bar- 
rel, with bill of lading.” 


On receipt of this defendant immedi- 
ately wired plaintiff: 
“Will honor S. E. Bowen’s draft against apples, 


dollar quarter barrel. Have been taking care of 
everything promptly;” 


and at the same time wired Bowen, 
“Will advance dollar quarter on apples.” 


On the next day (November 6th) de- 
fendant wrote Bowen, acknowledging re- 
ceipt of the telegram of the day previous, 
quoting it verbatim, and adding, ‘‘which 
we immediately complied with.” This 
letter then went on to state what an ele- 
gant trade defendant had, and what a 
big business he would doif Bowen would 
givehim good fruit; and then concluded 
by requesting Bowen thereafter to make 
his drafts at five days’ sight instead of 
at sight, as it was taking alarge amount 
uf money to carry on the business, ad- 
ding: 


“But, if your bank objects to the five days, and it is 
not customary with you, it is all right.” 


On receipt of defendant’s telegram of 
November sth, plaintiff commenced ac- 
cepting and cashing Bowen's sight 
drafts on defendant to the amount of 
$1.25 per barrel of apples shipped to 
defendant, the bills of lading (one for 
each car load) indorsed and delivered to 
the plaintiff, accompanying the drafts, 
Between November sth and gth, inclus- 
ive, plaintiff had cashed some 11 of 
these sight drafts. On November gth, 
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Bowen showed plaintiff defendant's let- 
ter of November 6th, and, as therein 
suggested, arranged with plaintiff to 
take drafts at five days’ sight instead of 
at sight, and with that modification the 
business proceeded as before until by 
November 12th plaintiff had discounted 
and cashed in all 33 drafts, all accom- 
panied by the bills of lading. Of these 
drafts defendant accepted and paid 20, 
but refused to accept or pay the remain- 
ing 13, although he received and sold 
the 13 cars of apples, the bills of lading 
for which were indorsed to the plaintiff, 
and attached to the drafts. Plaintiff 
had no notice that any of the drafts had 
been dishonored until December 6th. 

Defendant’s principal contention is 
based upon the language of his tele- 
gram of November sth to plaintiff. His 
claim is that, as it uses the word ‘‘draft”’ 
in the singular, he only promised to pay 
one draft, and that it has been paid. 

The court renders judgment for the 
plaintiff, holding 

1. The evidence is sufficient to justify 
a finding that defendant promised plain- 
tiff to accept a succession of drafts to be 
thereafter drawn on him by a third 
party. 

2. The act of plaintiff bank in receiv- 
ing and cashing such drafts in reliance 
on such promise, was an acceptance of 
defendant's proposition, which made a 
binding contract; and the seasonable 
presentation of such drafts to defendant 
for acceptance was all the notice that 
was required. 

3. In the case of a promise to accept 
non existing bills or drafts they must be 
drawn within a reasonable time after 
the promise, otherwise the promisee will 
be presumed to have declined to act on 
the promise. 


Power of National Bank to Guarantee 
Commercial Paper. 


Authority of President to Bind Bank. 


Thomas v. City National Bank of Hastings, Supreme 
Court of Nebraska, May 2, 1894. 


On January 21, 1889, one Elsmore and 
one Knowlton made and delivered to 
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Charles H. Paul certain promissory 
notes secured by real-estate mortgage 
of the same date. Paul, in the ordinary 
course of business, indorsed and deliv- 
ered the notes to the City National 
Bank. The bank executed and deliv- 
ered to plaintiff a guaranty as follows: 

“For value received, we heredy assign and transfer 
the within note to Joseph Thomas, trustee, and guar- 
anty payment of a and interest on the 
same on the terms and conditions stipulated in the 
mortgage of even date securing the same 

City National Bank, Hastings, Neb., 
By H. Bostwick, P:.” 

( City National Bank of ) 
< (Seal.) ‘a 
( Hastings,Neb, J 


The foregoing contract was written 
upon each of the notes, and plaintiff, 
relying thereon, and on the delivery of 
the notes and mortgage to him, paid 
over to the bank $10,500 as considera- 
tion therefor, which money was trans- 
mitted by certain bills of exchange 
which were duly indorsed, received, ac- 
cepted, used, and transmitted to the 
credit of the bank. There was default 
in payment and the makers were insol- 
vent. Judgment against the bank was 
asked. 

The defense of the bank was based on 
the allegation of w/tra vires, and that 
the act.of the president was unauthor- 
ized, was not the act of the bank, aad 
that the plaintiff's money was not re- 
ceived by the bank. Following is the 
official syllabus of the court: 

1. While a national bank may not 
lend its credit for the accommodation of 
others, still it may guaranty the pay- 
ment of commercial paper as incidental 
to the exercise of its power to buy and 
sell the same. 

2. A, being indebted to a national 
bank, and being the holder of certain 
negotiable notes, indorsed them gener- 
ally, and delivered them to the presi- 
dent of the bank, who negotiated them 
for value to C, at the same time execu- 
ting in the name of the bank a written 
guaranty of payment. From the pro- 
ceeds of the sale, A’s debt to the bank 
was cancelled. He/d, following People's 
Bank v. Manufacturers’ National Bank, 
1o1 U. S. 181: First, that the guaranty- 
ing of the notes under such circumstan- 
ces was within the powers of the bank; 
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second, that the authority of the presi- 
dent to execute the guaranty would be 
conclusively presumed in favor of the 
purchaser acting without notice to the 
contrary; third, that the retention and 
enjoyment by the bank of the proceeds 
of such transaction constituted a ratifi- 
cation of the president's act. 

3. Where the evidence on behalf of 
the plaintiff suing upon sucha guaranty 
tended to establish the state of facts set 
forth in the foregoing paragraph, it was 
error for the trial court, in the giving 
and refusal of instructions, to withhold 
from the jury the law as above stated. 


Collection by Insolvent Bank. 


Circumstances held to entitle Plaintiffs to Priority in 
Collection Proceeds. 


Hunt v. Townsend, Court of Civil Appeals of Texas, 
April 11, 1894. 


This action was against Hunt, as re 
ceiver of the Texas National Bank of 
San Antonio. The allegations were, in 
substance, that plaintiffs had sent tothe 
bank for collection and remittance a 
draft drawn by them on the San An- 
tonio Brewing Association, in the sum 
of $223.47, which was by the.bank col- 
lected, and not remitted, but retained 
in the vault of the bank; that the same 
had come into the possession of the 
receiver; that demand had been made 
for the same; and the prayer was for 
judgment requiring the receiver to pay 
the same over to plaintiff, with interest, 
and forcosts aud general relief. The 
defense was that plaintiffs had sent the 
draft for collection merely, and without 
other instructions, and that the relation 
between plaintiff and the bank with ref- 
erence to the collection was that of cred- 
itor and debtor, and that therefore 
plaintiffs were not entitled to the relief 
sought. 

Held: The sole question presented to 
us is whether the facts show the relation 
to have been that of creditorand debtor 
respecting this fund, or that of trustee 
and beneficiary, as the district court de- 
clared it to be. The instruction which 


accompanied the draft when received 
by the bank was as follows: 


“Inclosed herein please find our draft for collection 
which we have made on the San Antonio Brewing As- 
sociation of yourcity. Kindly give this your imme- 
diate attention and oblige, yours truly, Townsend, 
Hostetter & Co.” 


The testimony discloses, in addi ion 
to this, that this bank had previously 
made similar collections for the plaintiff 
and that in no instance was the collec- 
tion carried to plaintiff's credit, as de- 
positor, by the bank, but the entries 
were confined to a collection register, 
and remittances made promptly without 
further communications. It appears that 
the proceeds of this collection were not 
remitted, and became mingled with the 
general funds of the bank, and that 
more than the amount thereof was on 
hand of such funds when the property 
of the bank passed into the hands of the 
receiver. It isclear to our minds, from 
the discussion of this subject in Bank v. 
Weems, 69 Tex. 489, that the facts will 
admit of no other conclusion than the 
one reached by the district judge. The 
course of dealing between these parties, 
and the acts of the bank in reference to 
such transactions, necessarily involved 
an understanding that the collection 
should be made and remitted without 
unreasonable delay. There is nothing 
from which could be implied an author- 
ity for the bank to hold the money, and 
treat it as a deposit. The amount of 
this collection was on hand, of the gen- 
eral funds of the bank, when the receiver 
took possession, and plaintiff is entitled 
to receive the same, instead of a pro 
rata with creditors, 


Check Deposited with Insolvent Bank 
can be Recovered. 


The Act of 1879 making reception of deposit by insol- 
vent, embezzlement, applies to civil as well as to 
criminal cases, and establishes prima facie, an in- 
tent to defraud. 


American T ust & Sav. Bank v. Gueder & Pahschke 
Manufacturing Co. Supreme Court of Illinois, May 
8, 1894. 


Petition by the Manufacturing Co. 
against the savings bank, as assignee of 
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Schaffner & Co., bankers, to obtain a 
certain check deposited with the latter 
the day previous to their assignment. 
The court holds: 

1. A banker who receives a check on 
deposit after he has become insolvent, 
and with knowledge that failure is im- 
pending, commits such fraud as entitles 
the depositor to rescind the contract, 
and recover the check. 

2. Act June 4, 1879, which makes it 
embezzlement for any banker to receive 
on deposit, while insolvent, ‘‘any money, 
check, draft, bill of exchange, stocks, 
bonds, or other valuable thing which is 
transferable by delivery,” applies to 
checks payable to the payee’s order as 
well as to those payable to bearer. 

3. The provision of said act making 
the failure of a banker within thirty 
days after receipt of such deposit prima 
facie evidence of an intent to defraud 
applies as well in civil actions as in 
criminal prosecutions. 


Right of Bank to Apply Dividends on 
Stockholder’s Indebtedness. 


Stockholder indebted as indorser and guarantor on 
notes—If maker insolvent, or non-resident, protest 
and notice, or suit at first term of court, not nec- 
essary to preserve indorser’s liability—Guarantor 
cannot escape liability unless creditor, by laches, 
causes loss of guarantor’s remedy against original 
debtor—If maker not shown insolvent or beyond 
court’s jurisdiction, set-off cannot be made against 
indorser before necessary steps taken against maker. 


First National Bank of Texarkana v. DeMorse, Court 
of Civil Appeals of Texas, March 7, 1894. 


Action by L. C. DeMorse, a stock- 
holder, against the First National Bank 
of Texarkana, to recover a dividend de- 
clared on his stock and interest thereon. 
The bank declared a dividend of 20 per 
cent. on its capital stock on April 8, 
1886, at which time DeMorse owned 
$11,000 of stock, making the latter’s 
dividend share, $2,200. The bank re- 
fused to pay the dividend and applied 
it on certain indebtedness of DeMorse to 
it by reason of his indorsements and 
guaranty of four certain notes held by 
the bank. 


DeMorse insisted that the notes con- 
stituted only a contingent liability and 
that he could not be called upon to pay 
the same until the original makers had 
been exhausted, or some effort made by 
the bank to collect of the makers. This 
position is declared by the court well 
taken as to one of the notes, for the 
reason that the makers were not shown 
to be insolvent, or beyond the jurisdic- 
tion of the court; and no other ground 
being alleged or proved to excuse the 
bank from collecting from such makers. 
As to the three other notes, however, 
the defense is held not good. 

On one, the maker was insolvent, and 
had been since execution of the note 
and was in the penitentiary. On an- 
other, the maker was a non-resident, 
and after application of the dividend 
DeMorse had called at the bank and 
ratified it, by taking up the note. On 
the third, the maker was a non-resident, 
and the three guarantors, thereon, in- 
cluding DeMorse, had collected it under 
foreclosure of a mortgage, and the other 
two guarantors had paid their part to 
the bank. 

Deducting these three notes from the 
dividend of $2,200, left a balance due 
DeMorse of $22.31, for which judgment 
was given DeMorse. 

Following are extracts from the opinion 
of the court, declaring the bank’s right 
to set-off indebtedness against divi- 
dends, and declaring what steps are, or 
are not, necessary under the circum- 
stances to perfect the liability of an in- 
dorser and guarantor. 

‘“‘The principle is well settled in this 
state that when the maker of a note is 
insolvent, or a non-resident, protest and 
notice, or suit at the first term, are not 
necessary in order to hold the indorser, 
but that the debt becomes an original 
liability against such indorser. 

‘‘A guarantor cannot escape liability 
unless he shows that the creditor has, 
by his laches, caused such guarantor to 
lose a remedy against the original debt- 
or by which he could have collected the 
debt and saved himself harmless. No 
such facts are shownin this case. On the 
centrary, is was shown that the guar- 
antors of the Bush notes had collected 
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them by sale of the property under 
mortgage and purchase of property on 
the debt. A bank, in its dealings with 
its customers, has the right to pay a 
debt due to it out of money in the pos- 
session of such bank to the general 
credit of such customers, whether de- 
rived from dividends or any other 
source.” 

“There is a general rule, subject to 
some exceptions, that a bank has a lien 
on all moneys and funds of a depositor 
in its possession, to secure any balance 
due the bank by such depositor. Mr. 
Morse, in his excellent work on Banks 
and Banking (volume 2, § 699e), says: 
‘But the bank has a lien upon dividends, 
or, more properly, it may set off divi- 
dends accruing upon the shares of a 
stockholder against indebtedness of a 
stockholder to the bank, for the divi- 
dend isa simple debt, owing from the 
corporation to the stockholder. Hager 
v. Bank, 63 Me. 509.’ It follows that 
the appellant had a right to offset its 
claims to the extent of $2,177.69 against 
the dividend due to appellee, leaving 
the balance due him of $22.31, April 8, 
1886.” 


Accommodation Paper of Partnership. 

The question discussed: What circumstances will 
charge discounting bank with knowledge that ac- 
ceptance is for accommodation and not binding 
on non-assenting member of firm. 


Practical hints conveyed by a Legal Decision. 


Matter of Gross & Co., Insolvents, Supreme Court of 
Mississippi, April 23, 1894. 


L & Co. drew a bill of exchange upon 
Gross & Co., payable to the order of 
L & Co. twelve months after date. H, 
of the firm of Gross & Co., accepted 
this bill in the usual form, and L & Co. 


indorsed and discounted it with the 
First National Bank. The acceptance 
was for accommodation of L& Co. The 
question for decision was whether H 
alone was liable, or whetherG, the non- 
assenting member of the firm, was also 
bound upon the acceptance. If the 
bank was a purchaser of the instrument 


for value and without notice, it was con- 
ceded that both partners were bound, 
for it was not denied that it was within 
the scope of the business of Gross & Co, 
to issue negotiable paper. 

The court says: ‘‘We are unable to 
discover anything, either on the face of 
the paper, the circumstances attending 
its negotiation, or otherwise, from which 
to infer that the bank had notrce of the 
character of the acceptance, or of facts 
which devolved on it the duty of making 
further inquiry. In Bloom v. Helm, 53 
Miss 21, the circumstances of the trans- 
action were held to have charged the 
purchaser of the bill with notice that 
the acceptance was for accommodation, 
and therefore not binding upon a non- 
assenting member of the firm, It was 
there said that possession of the bill by 
the drawer after acceptance was suffi- 
cient to charge the purchaser with no- 
tice that the acceptance was for accom- 
modation. And this was also held in 
Bank v. Cameron, 7 Barb. 143. And, 
if the maker of a note indorsed by a 
firm is in possession of the note, this im- 
ports that the indorsement is for accom- 
modation; otherwise, the note would 
not be in the maker's hands, and the 
non-assenting members of indorsing firm 
are not bound. -fal/v. Bank, 18 Wend. 
466; Austin v. Vandermark, 4 Hill, 259; 
Gansevoort v. Williams, 14 Wend. 133; 1 
Pars Notes & B. 141; Zanner v. Hall, 1 
Pa. St. 417. And where a non-resident 
partner drew a bill in the firm name 
upon himself, and accepted and dis- 
counted the bill, it was held that the 
duty of the maker to ascertain the au- 
thenticity of the signatures, if performed, 
would have discovered the facts, and 
that he was not a bona-fide holder of the 
bill. Cooper v. McClurkan, 22 Pa. St. 82. 
So a memorandum written on the back 
of a note has been held to be notice of 
the facts it recited. Bank v. McDonald, 
127 Mass. 82. But none of these de- 
cisions are applicable to the facts of this 
case for they all proceed upon the postu- 
late that notice is given of facts from 
which the accommodation character of 
the acceptance or indorsement should 
be inferred. If Leigh & Company had 
been the drawers of a bill payable to 
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another person, the fact that they held 
the bill after its acceptance would show 
that it was for accommodation; but 
they were payees as well as drawers of 
the bill, and, as payees, it was in the 
course of business that they should be 
in possession of the paper. Bills of this 
sort are irregular in form, and may be 
treated either as bills or promissory 
notes (1 Daniel, Neg. Inst. $128), but 
are of common use both in England and 
this country (Id. §130.) An instrument 
payable to the order of the maker is, in 
legal effect, payable to bearer, and is 
not subject to the provisions of our 
statute allowing defenses existing be- 
tween original parties to be interposed 
against a bona-fide holder. Bank v, 
Wofford (Miss.) 14 South. 262.”’ 


Provision For Payment of Exchange 
Destroys Negotiability. 


Flagg v. School District, Supreme Court of North 
Dakota, March 19, 1894. 


In this case the court holds: 

An instrument providing for the pay- 
ment of exchange on a point other than 
the place of payment, in addition to 
principal and interest, is not a negotiable 
instrument; and one who purchases the 
same before maturity, for value, and 
without notice of any defense thereto, 
nevertheless takes it subjeet to the de- 
fense of want of consideration good as 
between the original parties to the in- 
strument, Wallin J. dissenting. 


Contract by National Bank for Light 
and Air. 


Trustees of First Presbyterian Church in Newark v. 
National State Bank of Newark. (Supreme Court 
of New Jersey, June 7, 1804.) 


1. A national bank who has stipulated, 
under seal, to pay a certain sum an- 
nually to the plaintiff so long as the lat- 
ter will refrain from erecting on its land 
buildings that may obstruct the defend- 
ant’s windows, is not relieved from the 
obligation to continue the payments by 
giving notice to the plaintiff to that ef- 
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fect, where such a provision formed no 
part of the agreement between the 
parties. 

2. A national bank, empowered by 
‘*its charter to provide the real estate ” 
necessary for its immediate accommoda- 
tion in the transaction of its business, 
cannot interpose the defense of ultra 
vires to a contract made by it to secure 
the free entrance of light and air intoits 
banking house. 

3. Where the term of existence of a 
national banking association that would 
otherwise have expired in 1885 was by 
act of congress, prior to that time, ex- 
tended for a further period of 20 years, 
the identity of the original corporation 
is in no wise affected. 


Liability of Drawer on Certified Check. 


Cincinnati Oyster & Fish Co. v. National Lafayette 
Bank, Supreme Court of Ohio, Feb. 27, 1894. 


Where the drawer of a check before 
delivering it to the payee, has it certi- 
fied as good by the bank upon which itis 
drawn, and the payee presents it in due 
season for payment, and gives due no- 
tice to the drawer of its non-payment, 
and the bank had failed at the time of 
presentment for payment, the drawer 
will not be discharged from liability on 
the check, 


Liability of Stockholder in Corporation 
for Debts. 


Stockholder transferring stock after debt created not 
released by subsequent extension of time by cred- 
itor to corporation. 

Boice v, Hodge, et al. Supreme Court of Ohio, April 

24, 1894+ 


A holder of stock inan Ohio corporation 
who transfers his stock after a corporate 
debt has been created, is not relieved 
from his statutory liability for such debt 
by an agreement for an extension of the 
time for its payment, although such 
agreement be made by the corporation 


and creditor after such transfer, and 
without the knowledge or consent of the 
transferrer. 
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BANKING PRACTICE. 


A DEPARTMENT DEVOTED TO THE PRACTICAL SIDE OF BANKING, 


THE EDUCATION OF BANK OFFICERS. 


Essay by D. M. Stewart, of the Canadian Bank of Commerce, New York, awarded the first prize for Junior 
Subject by the Executive Committee of the Canadian Banker’s Association. 


What are the special subjects necessary to 
the education of a good bank official in Can- 
ada, and in what ways may he make himself 
of most service to a bank, and thereby place 


himself on the best road to promotion? 

The intention of the question submitted seems 
to indicate that papers written upon the subject 
shall refer to officials below the rank of ac- 
countant, and the following remarks must be 
considered as applying only to officers who come 
within that category. 

The young man who would be successful in a 
bank must first of all be equipped with a good 
practical education. It need not necessarily be 
a university education, but should certainly em- 
brace the ordinary curricula of a well-equipped 
public school Penmanship, arithmetic and 
commercial geography may be set down as sub- 
jects of primary importance, whilst modern 
languages (French and German), stenography 
and commercial law may be piaced in a second- 
ary position in this respect, for although they 
are not absolutely essential, they are extremely 
desirable. It seems hardly necessary to gointo 
details as to the degree of proficiency necessary 
in these subjects, but it may be well perhaps to 
touch briefly upon them in passing. 

Banks, as a rule, are very particular about the 
handwriting of their clerks; their drafts, credits 
and correspondence go to all parts of the world, 
and for purposes of negotiation, if nothing else, 
the necessity for legibility and neatness in the 
writing must be apparent to all. 

With regard to arithmetic, a bank clerk’s ex- 
istence is amongst figures, and he should be 
thoroughly familiar with fractions, proportion, 
interest and discount, also the moneys of 
foreign countries, especially those of the United 
Kingdom and Europe. 

Geography should include a knowledge of the 
location of all the principal cities and towns in 
the world, especially those of Europe and the 
United States, as well as the abbreviation for 


every state in the latter. The business of im- 
porters is conducted to such a large extent by 
means of bankers’ letters of credit, thata knowl- 
edge of the exports of the different nations with 
which we have commercial relations is very de- 
sirable, if not necessary. 

Of course a knowledge of the history, re- 
sources and trade of the Dominion is quite es- 
sential. 

Commercial law, stenography and modern 
languages indicate a liberal education and are 
very useful in certain positions in a bank,whilst 
a knowledge of French is necessary in some 
parts of the lower provinces. 

A man’s education, however, must not cease 
when he bids farewell to school days and enters 
the service of a bank. To be successful one 
must beconstantly undergoing a system of self- 
education. For this purpose general reading 
tending to the improvement of the mind, of 
course, is good, but the best kind of reading for 
a young banker is that which imparts the great- 
est amount of instruction in his business. The 
profession of banking furnishes a wide and in- 
teresting field of literature, the important 
branches of which should be imbibed from time 
to time and a large share of attention and study 
Let us state here that ex- 
perience, of course, furnishes the very best kind 
of education for a banker, but it would be folly 
for a your g man to sit down and wait for prac- 
tical experience—which comes to some more by 
length of service than anything else—without 
first becoming theoretically familiar with the 
salient points of his profession. 

Technical reading supplies him with a vast 
amount of knowledge that experience—to which 
it should be preparatory—does not, and its im- 
portance is therefore apparent. There area 
great many excellent books upon banking in all 
its branches, but of technical literature, political 
economy is pre-eminently a subject* for study. 
Itis so closely allied with banking, its principles 
and functions, that every one should be more or 


given to them. 
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less familiar with it. Itis ascience upon which 
all writers have not agreed or arrived at satis- 
in- 


factory conclusions, but there are certain 


violable laws of which it treats, and for all 
practical purposes the standard works of such 
men as Adam Smith and John Stuart Mill fur- 
nish the young banker with a fund of informa 
tion upon these laws—relating as they do tothe 
distribution of wealth and economic principles 
of finance-—-quite adequate to his require- 
ments. 

In addition to being familiar with the coinage 
and currency of other countries and their Values 
as compared with our own, it is well to be some- 
what familiar with the systems relating thereto, 
but a study of the Canadian currency system 
and the laws relative thereto is of primary im- 
portance. So much has been spoken and writ- 
ten upon this subject of late that it is not diffi- 
cult to obtain information about the matter. 

Knowledge of this nature the average bank 
clerk does not have an opportunity to turn to 
practical account, but it is none the less neces- 
sary on that account that he should avail him- 
self of it, for it facilitates promotion, and it in- 
spires one with ambition and a desire to attain 
to a position whose functions demand its prac- 
tical af plication. 

A good bank clerk must almost of necessity 
be a good correspondent. An immense amount 
of a bank’s business is conducted through the 
mails, and it is practically unknown to many in 
any other way. The importance, therefore, of 
having its correspondence faultless in gram- 
matical construction, 


orthography and com- 


position cannot be over-estimated. Brevity, 
precision and legibility are the chief requisites, 
and it should be borne in mind that the per- 
sonnel of a bank is not infrequently judged by 
the character of its correspondence. 

Of the various subjects necessary to the edu- 
cation of a good bank official, there is none 
more important than office routine. This must 


not be taken to mean a mere mechanical ac- 
quaintance with the clerical duties of a bank; it 
includes a knowledge of the laws of the country 
with regard to bills of exchange, the bank act, 
and commercial One should 
know the law with regard to the surrender of 
bills of lading, warehouse receipts or other se- 
curities, the position of the bank towards the 
other party in the transaction; and vice versa. 
As a rule, securities are surrendered only upon 
the authority of the manager or other responsi- 


ble person, butit is none the less necessary, for 


law generally. 
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many reasons, that the man who handles them 
in a clerical way and acts under orders, be 
familiar with the law relating to them. 

How to ** make himself of most service to the 
bank, and thereby place himself on the best 
road to promotion,” is a question the writer has 
been trying to solve for several years, and it is 
one which must confront every ambitious young 
man. A bank clerk is so much at the mercy of 
circumstances, however, that it is not easy to 
lay down any definite rule on the subject. 

Obedience, punctuality, courtesy and honesty 
may be said to be essentials in the office, whilst 
uprightness, integrity and reticence about the 
bank’s affairs or those of its customers, are es- 
sentials outside of it 

A man may make himself useful by procuring 
This 


may be such as to save the bank from probable 


information about customers or others. 
loss, or that would be the means of introducing 
new customers to the bank and thus helping to 
build up its business. Itis of the greatest im- 
portance toa bank manager to obtain early and 
accurate information of occurreices in the 
financial wor!d or in any way connected with the 
bank’s customers orcorrespondents. The most 
important source of information to a banker is 
foundin the newspapers, and any one whoreads 
these systematically must be well informed upon 
currentevents. Very littke goes on that does 
not appear in the daily press in one form or 
another, and when one supplements this with 
careful reading of the summaries in the period- 
ical financial journals and magazines, a valua- 
ble stock of information is acquired. 

By personal contact with men outside of the 
bank one often picks up valuable news, and the 
acquaintance of brokers and club men in the 
large cities as a source of information, is often 
worth cultivating. By taking an interest in the 
affairs of the community in which he lives, the 
bank clerk stationed in a rural district soon be- 
comes acquainted with every one inthe place. Gos- 
sip generally abounds in such places; people are 
forever talking about their neighbors, and one 
who has his eyes and ears open is pretty sure to 
learn of little occurrences that may prove im- 
portant when transmitted to the proper quarter. 
A straw shows which way the wind blows, and 
so gossip often proves the stray shadow of com- 
ing events. Information gathered in this or 
any other way should be 'mmediately conveyed 
to the manager or other responsible person. 

In all departments of life a gentlemanly and 


kind attention to men with whom we have busi- 





BANKING PRACTICE. 47 


ness relations is cheap, but very valuable capi- 
tal, and this is particularly applicable to bank 
officials. Affability and agreeableness to the 
bank’s customers is always appreciated, and 
this courtesy should not be limited to banking 
hours. One’s personal affairs should always be 
so managed as not to reflect adversely upon one- 
self or the bank. 


and gambling and improper associations of any 


Debis should not be contracted 


kind should be carefully avoided; they only de- 
tract from a man’s own dignity and serve to 
bring the name of the bank into disrepute—for 
people never seem to that 
‘* Bank Clerk.” 


There is no mercantile profession in which 


forget your area 


haracter plays so prominent a part as banking. 
It is character that inspires the public with con- 
fidence, and confidence is everything to a bank. 
In times of financial distress and trade depres- 
sion, it is to the executive officers of a nation’s 
monetary institutions that the people turn for 
relief, and panics and financial disasters have 
been minimized, yes and avoided altogether— 
because the people placed sufficient confidence 
in the bankers to act upon their suggestions 
Such 


not take place simply because the banks are the 


and follow their advice. occurrences do 
custodians of the people’s wealth, or because 
hose who manage them are better fitted to 
grapple with them, but also because the people 
have faith in the character of bank officials for 
honesty, integrity and reliability. Now I am 


aware that these remarks 


seem to soar above 
and are not therefore applicable to officers hold- 
ing subordinate positions in banks, but if charac- 
ter forms so great a factor in the higher officials, 
it must assert itself and be cultivated by those 
who are at present young in the profession 
‘ The child is father of the man,” and the bank 
clerk of to-day, who will (it is hoped) be the 
financier of the future, mould his 
character as to inspire those with whom he now 
comes in contact with a certain degree of con- 
fidence, which wili widen as he grows olderand 
become more powerful and widespread as he 
approaches the pinnacle of fame to which so 
many beginners are looking forward to-day. 
Gilbart, an English writer, ex- 
presses himself upon this subject as follows: 
‘* Banking exercises a powerful influence upon 
the morals of society. 


must so 


eminent 


It tends to promote hon- 
esty and punctuality in pecuniary engagements. 
Bankers for their own interests have always a 
great regard to the moral character of the party 
with whom they deal. They enquire whether 


he be honest or industrious, tricky or idle, pru- 
dent or speculative, and they will more readily 
make advances to a man of moderate property 
and good morals than to a man of large prop- 
erty and inferior morals, and the banker's good- 
will will be the means of procuring for him a 
higher degree of credit with the parties with 
whom hetrades. * * * They encourage the 


industrious, prudent, and honest, 
while they discountenance the spendthrift, gam 


bler and knave.” 


punctual 


In addition to being prudent, courteous and 
industrious, to be a successful banker one must 
For 
business purposes it is often necessary to ap- 
proach men upon subjects about which they are 
extremely sensitive. 


have a keen knowledge of human nature. 


To obtain private infor- 


mation and draw from a 


man secrets he does 
not wish to disclose, without offending him, isa 
most desirable faculty and one which enhances 
a man’s usefulness to a bank. 

The general utility of a man, however, as has 
always been stated, is largely governed by cir- 
cumstances. The place in which he is located, 
the position he occupies, and the people with 
whom he comes in contact, all afford opportu- 
nities for making himself useful, and to show 
precisely how he can make himself most useful 
is rather difficult. far have 
jealt chiefly with the manner in which one can 
be of service to the bank when not in the office, 


Our remarks thus 


during which time he is not under the imme- 
diate supervision of the bank. 

A man can make himself useful during office 
hours by cheerful compliance with the rules, by 
manifestation of interest in his work and a de- 
sire to help whenever and wherever his assis- 
tance might be necessary, and by intelligent ap- 
plication to the duties assigned to him, A man 
should also try to obtain some knowledge of the 
other positions in an office, so that in case of 
emergency he could fill a vacancy without much 
trouble; he would thus be very useful to the 
bank. 

Before concluding these imperfect remarks 
we are constrained to look about and see who 
the men are that stand at the head of our pro- 
fession to-day, and to ask by what means they 
have arrived at such exalted positions. It is 
very unfortunate that the information gleaned 
from books upon this subject is very scant in- 
deed, for beyond an occasional brief sketch in 
some financial periodical, the biographies of the 
‘* Men who have risen” are not yet public prop- 
erty. From all available sources, however, we 
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learn that the general managers, cashiers and 
agents of our leading institutions, are firstof 
all men of experience. Secondly, they are 
highly educated and thoroughly versed in bank- 
ing lore; and thirdly, they are men who have 
made the best use of their opportunities, and 
whose characters are unblemished by dishon- 
esty, corruption or immorality Many ot them 
received their education and early training 
across the Atlantic; others, and some of the 
most notable, have been brought up entirely 
under the Canadian system, and a few have 
never wandered outside the fold of their own 
institutions or the bounds of the Dominion. 
They are men of keen observation, who have 
become thoroughly familiar with the methods 
and peculiarities of doing business in the va- 
rious localities in which their lot wascast. They 
are thoroughly conversant with the resources 
of the country, its trade and commerce. 

Some years ago at the annual meeting of one 
of the banks, the president—referring to its ex- 
ecutive officers—spoke as follows: ‘'I have no 
hesitation in saying that in them we have men 
of the highest character and integrity, enthu- 
siastic in the study of their professional duties, 
thoroughly devoted to this institution, from 
whom the shareholders may expect services of 
an eminent kind.” 

Further expatiation on our subject is unnec- 
essary; these words afford ample evidence as to 
how these and other prominent bankers have 
achieved success, and it is clear that those 
“young men to-day who would attain toeminence 
in the profession also, must pursue a course 
based upon such principles. What then can be 
better than to emulate the examples of such 
men? By so doing we cannot fail to be of serv- 
ice to the bank and thus place ourselves on the 
best road to promotion, 


The Dunning Draft. 


We have received the following com- 
munication: 


THE QUARRYVILLE NATIONAL BANK, 
QUARRYVILLE, Pa., June 29, 1894. 
Editor Banking Law Journal: 
Dear Sir:—Will you kindly tell me how I can 


gracefully get rid of the *‘sight draft” nuisance? 
Country banks are worried with them every 


day. Drawn on aclass or merchants living in 
out-of-the-way places, who are not prompt pay, 
and who, after you have written them a letter 
and waited several days will reply, ‘‘ Has been 
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paid;” *‘ Will send check;” ‘‘ Not according to 
agreement;” or possibly not write you at all. 
Nine out of every ten sight drafts are returned 
unpaid, and you find your bank is out paper, 
envelopes, and four cents postage on each draft 
for its pains. 

I, for one, would like to get out of this kind 
of business, and I know I have company. What 
shall I do? 


Very truly, 
A. S. HARKNESS, 

We suggest that a bank, upon re- 
ceipt of a dunning draft should notify 
the sender that it will have attention 
upon receipt of twenty five cents in 
stamps to cover postage, stationery, etc., 
this amount to be retained by the bank 
whether the draft is collected or not. 
Further suggestions are invited. 


Protection Against Check Raising. 


We have received from Robert Spur- 
gin of Chicago, the following device of 
non-raisable check: 
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Following is the same check filed out 
and decimated: 
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If not in excese of the amount \comts excepted) emdicated by the 


This form of check is devised for 
amounts up to $10,000, Mr. Spurgin 
has also devised three other forms of 
checks on the same principle, but acapt- 
able for different amounts or purposes; 
one protectable for any amount up to 
$1,000,000; another for any amount up 
to $10,000, centsincluded; and the re- 
maining form, especially adapted to the 
purpose of a wage-check, or for issue 
and transmission as a money order, 
or for other purposes involving small 
amounts, being protected up to $100, 
including cents. 

Mr. Spurgin requests us to bring the 
device to the attention of our readers, 
as of sufficient merit to gain their inter- 
est. He writes: ‘‘ An examination will, 
I think, convince you that in the impor- 
tant elements of effectiveness, scope, 
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cheapness, simplicity, and adaptation to 
all classes of depositors, it is the most 
practical preventive of check-raising yet 
devised.” 


LAW AS IT IS WRITTEN. 
The following is clipped by London 
Truth from Croake James’ ‘‘ Curiosities 
of Law and Lawyers:” 


If a man were to give to another an orange, 
he would merely say, ‘‘ I give you this orange;” 
but when the transaction is intrusted to the 
hands of a lawyer, to putit in writing, headopts 
this form: ‘‘ I hereby give, grant and convey to 
you all and singular my estate and interest, 
right, title, claim and advantage of and in the 
said orange, together with all its rind, pulp and 
pips, and all right and advantage therein, with 
full power to bite, cut, suck and otherwise eat 
the same, or give the same away, as fully and 
effectually as I, the said A B C, am now en- 
titled to bite, cut, suck, or otherwise eat the 
same orange, or give the same away, withor 
without its rind, skin, juice, pulp and pips, 
anything hereinbefore or hereinafter, or in any 
other deed or deeds, instrument or instruments, 
of what nature or kind soever, to the contrary 
in anywise notwithstanding.” 


THE CURRENCY OF WOMEN. 


Mrs. Youngwed.—‘*Women have busi- 
ness ability, too. They should have 
their own banks.” 

Mr. Youngwed.— ‘‘ Especially since 
they could be so easily provided with 
funds,” 

Mrs. Youngwed.—‘‘* Why so?” 

Mr. Youngwed.—“ Because gossip is 
the currency of women.”’ 

‘* Brute.” 

‘*Yes, and they could be so econom- 
ically officered too. No need of presi- 
dent and cashier; just first teller, second 
teller, and so on.” —Lippincott's 
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ACCOUNTANCY. 


These columns are intended to embrace topics of interest to accountants, and discussions of, and decis- 


ions upon, matters of law involved in various branches of accountancy. 
and distribution ot trust estates and property are published under this head. 


Cases bearing upon the management 
These are of importance to 


trust companies, bank: rs, and all others charged with the management of trust property; as we]! as to ac- 
countants employed to investigate trusts, make reports, and assist in the rendering of accounts. 


REORCANIZATIONS. 


Cortributed by Frank Blacklock, Expert Accountant, Baltimore, Md. [14th Article.) 


The past year in financial circles has 
been principally noteworthy for the nu- 
merous reorganizations that have been 
commenced. Scarcely a newspaper of 
prominence but numbers among its 
financial reviews or advertisements some 
plan for reorganizing a transportation, 
manufacturing or industrial enterprise, 
but it isa noteworthy fact that no banks 
or financial institutions of any moment 
are in need of areorganization committee 
to look after the general interest of all 
concerned. Surely the members of the 
banking guild should feel highly com- 
plimented, for no one will gainsay that 
the worst strain in commercial affairs in 
the year 1893 fell most heavily on the 
banks and bankers of the country. This 
would also indicate that had the same 
grade of honesty and intelligence been 
in command all through the commercial 
world, conducting the executive man- 
agement of those corporations that are 
now being reorganized, the necessity 
for such proceedings would not have 
arisen. 

That successful financial leaders have 
stronger brain power than leaders in 
other lines the foregoing clearly demon- 
strates. Many a man hasbeen placed in 
charge of vast interests with no knowl- 
edge of the managementof finances, and 
such a lack of knowledge will sooner or 
later bring ruin to the many who invest 


in those enterprises. Because a man is 


a good civil engineer or a fluent talker, 
or, more dangerous still, 


has attained 
areputation for wisdom by keeping his 
mouth shut, it is no reason that he has 
the financial capacity to successfully run 
a railroad or conduct a manufacturing 


or trading enterprise on an extended 
scale. Asa general thing, under mod- 
ern systems, the bondholders, who are 
the real owners of a railroad, 
voice in 


have no 
the management, which is 
usually carried on by a board of direct- 
ors elected by stockholders, whose stock 
has in some instances at least, been ac- 
quired in a very questionable manner, 
and has only a value through the in- 
fluence given to the holder to elect 
salaried officers; and until the bond- 
holding community have learned by 
bitter experience to have an article of 
agreement inserted in the bond that will 
give them, or a certain number of them, 
the right to examine the property, by 
experts appointed by themselves, at 
stated periods, the expense thereof to 
be paid by the company examined, and 
also to assume control entirely when in 
their good judgment they may see fit, so 
long will bondholders in a railroad con- 
tinue to run a much greater risk of loss 
than do the stockholders in financial in- 
stitutions who really dictate the policy 
of the management should the executive 
officers prove inefficient or absolutely 
dishonest. Toareflective business mag. 
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it seems laughable, if the final result 
were not so very sorrowful, to see per- 
sons who will be so extremely care- 
ful in buying a piece of real estate, 
which is absolutely the safest form of 
investment, run intoa bucket-shop, may- 
hap, and invest largely in bonds of the 
Bundlecomb & New Hope Railway, 
or in the debentures of the Red Dog 
Loan & Investment Company, with Mr. 
Aminidab Dogeatdog, president (and 
usually sole owner), with no more care 
or inquiry than one usually exercises 
in buying a set of furniture on the in- 
stallment plan. The accountant in act- 
ive practice sometimes comes across a 
piece of professional work that, while 
he is required to only present a ruled- 
up, red-lined statement of assets and 
liabilities, may upon close investigation 
present to him a proposition that, if this 
property were properly handled, the 
creditors could be paid in full and have 
something left over forthe unfortunate 
‘In-a-hole.”” By no means let such an 
opportunity pass you by. 

To be known as a successful and hon- 
est reorganizer, is to be recognized by the 
community in which you live as an em- 
inently successful man, with whom all 
One of the 
highest comp'iments of this age has 
been paid to those eminent bankers 
Messrs. Drexel, Morgan & Co., in the 


would like to do business. 


unanimous confidence of the public, in 
their ability to successfully reorgan- 
ize that tangle, the Richmond Term- 
inal system of Railways, and while 
all accountants can not hope to have a 
railway to reorganize, neglect not the 
day of small things. 

There are occasions when a struggling 
business man needs only a few words of 
encouragement with a little assistance 
in his counting-room work, The ac- 


countant who is able to rise to an 


occasion Jike this will reap a rich har- 
vest from the continued prosperity of 
that merchant. At other times a syn- 
dicate of creditors, with the showing of 
a clear and succinct balance sheet laid 
before them, will take over the assets 
and realize their entire claims. 

Now, in presenting to parties inter- 
ested a plan of reorganization, be clear 
and concise. There is nothing the aver- 
age man despises so much as an array 
of figures through which he has to wade 
to reach a result. Make your result on 
the first pages of a nice blank-bvok, 
then refer to the details to be shown 
further on. The blank-book is much 
superior to loose sheets of paper, to 
present a conclusion. Among the prin- 
cipal points to be noted in the printed 
plan of reorganization of the Rich- 
mond Terminal System as presented by 
Messrs. Drexel, Morgan & Co., is the 
clear typography of the pamphlet, and 
the 
problem with which the reorganization 
committee had to contend was shown to 
the public; and although the account- 


the very clear manner in which 


ant’s name under whose care this was 
worked out may not be mentioned, his 
work will live after him. 

It is extremely difficult to get persons 
to adopt a new idea, even if to their own 
advantage, without clearly showing them 
your plan. In fact the average human 
mind generally depends upon the judg- 
ment of someone else, and to get the 
attention of that person you must come 
to him with a clearly-defined scheme, 
run down to the finest detail, and as it 
is impracticable to personally converse 


with numerous people the plan presented 
should carry its own explanation; and 
to accountants who have not seen the 
plan of the bankers referred to, in pam- 
phlet form, the suggestion is given to 
procure a copy and use it as a model 
that will fit any ordinary case. 
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THE BOOKKEEPER’S METHOD OF DEFALCATION 


Receiver Sickles of the Harlem River Bank, 
describes the method by which $20,000 of the 
bank’s funds were embezzled by the book- 
keeper as follows: Kean’s method was new 
and most clever. He operated on the names of 
S. S. Levy and A. E. Oates, two depositors who 
kept active accounts, and whose signatures 
were careless. His first move was to forge the 
name of Levy toa check for $240, drawn on the 
Harlem Bank, made payable to himself. This 
check, he took to the Plaza Bank, where he 
opened an account, giving his name and house 
address, but no occupation. Having had an 
innocent friend introduce him, the Plaza Bank 
accepted the check and sent it through the clear- 
ing house to the Harlem Bank. When the check 
reached this bank the next day, Kean was on 
the watch forit. All checks were turned over 
to him as bookkeeper, and whenhe came across 
his own he slipped it into his pocket, after 
charging it up on the ledger to Levy’s account. 
At the end of each month when accounts were 
balanced, he falsified Levy’s credit account an 
equal amount, so that the depositor never knew 
the difference. The forged check was destroyed 
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and the depositor’s balance was correct. The 
only way the steal could be detected was by 
comparison with the depositor’s bank book. As 
long as Kean could get hold of the returned 
checks and was able to write up the pass-books 
he defied detection. Every month he drew 
checks of Levy and Oates for moderate 
amounts so as not to excite suspicion, and de- 
posited them in the Plaza Bank. This money 
he used to gamble in Wall Street, always draw- 
ing it outin bills. The brokers through whom 
he operated said that he made only small in- 
vestments and paid in cash, never giving 
checks. He was a steady loser, and in two 
years dropped over $20,000. Levy and Oates 
were so careless in their signatures, writing in 
several different styles, that it was no trouble 
for Kean to forge them, and his selection of ac- 
tive accounts caused the cashier no suspicion. 
It touk us weeks of hard work to find this out, 
concluded Receiver Sickles. Ina all my banking 
experience I had never seen it before, and there 
is nothing to prevent it being worked by one, or 
two clerks in partnership, on any bank in the 
country. 





LIFE INTEREST IN DIVIDENDS ON CORPORATE STOCK. 


Effect of surrender and new issue on remainder-man's rights. 


The supreme court of errors of Connecticut, 
Mills v. Britton, holds: 


1. Cumulative preferred stock in a railroad 
company wa, guaranteed 8 percent before the 
common stock could participate in profits, but 
failed to receive the agreed dividends. In1870 
the directors, were empowered by law to settle 
with the holders of said stock for interest, 
cither by funding or by an additional issue of 
stock. A stockholders’ meeting resolved to take 
up said stock with twice the amount of 4 per 
cent. noncumulative preferred stock, and $100 
per share in cash or bonds. Testator had left 
his wife, for life, the ‘‘ dividends or interest that 
might accrue”’ on certain of said shares. She 
surrendered them, and took new ones, convert- 


ing the money paid to her own use. Held, that 
none of said new shares belonged to her as in- 
terest accrued, but, whether considered asa 
debt to the stockholders or surplus profits de- 
clared as stock dividends, they accrued to the 
remainder man. 

2. Where an executrix who is also the life 
tenantin certain stocks, has them transferred 
to her own name, her vendee with notice takes 
no better title than hers. 

3. A creditor of an estate, who has possession 
of stocks payable to deceased as executrix, com- 
mits no conversion in holding them for her ex- 
ecutor as against her successor in the adminis- 
tration of her husband’s estate, pending the de- 
cision of said successor’s suit against her estate 
for her conversion of said stocks. 
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DANIEL ADDISON HEALD. 


The Home Insurance Company is a house- 
hold word in every section of this country, and 
is a name favorably known in all countries of 
the world. It has many 


features which dis- 


DANIEL 


tinguish it from other companies, not the least 
of which consists in its having at its head one of 
the widest experienced and most efficient fire 
insurance presidents in the country. 

Daniel Addison Heald, president of this com- 
pany, and the leading fire underwriter of the 
United States, is probably the oldest and most 
representative man to-day in insurance circles, 
and his name and achievements are familiar 


ADDISON 


topics of discussion in whatever channel of com- 
mercial life the subject of fire insurance may 
arise. The career ot such a man proves interest- 
ing reading, and affords an example which 


HEALD, 


should be instructive te young men just launch- 
ing themselves into business activity. 

Mr. Heald was born in Chester, Vermont, 
May 4, 1818, and is descended from colonial 
and revolutionary ancestry. The family is of 
English origin and its earliest ancestors in this 
country from Berwick, England, and 
settled in Concord, Mass., in 1635. They were 
of Puritan affiliation. Mr. Heald’s maternal 


came 
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grandfather, Captain Edwards, was an officer 
under General 
father Heald was also a soldier in 
army: Both fought in the battles of Bunker Hill, 


Washington, and his grand- 


the same 


Concord Bridgeand other decisive engagements 
until the close of the war. Amos Heald, father 
of Daniel, Ed- 


wards and owned 


married a daughter of Capt. 
he 


lived at Chester, where 
one of the best farms in the state 
The first sixteen years of Mr. Heald's life 
were passed in assisting in the working of the 
farm, but his inclinations for study led him to 
relinquish that vocation and obtain an educa- 
tion, which was acquired in the public schools 
and a preparatory school at Meriden, N. H., 
He 
Yale College and, at the age of 23, graduated 


with honors. 


where he remained for two years. entered 
In his senior year he began the 
study of law in the office of Judge Daggett, of 
New Haven, and subsequently perfected his 
legal training by a two years’ course of reading 
with Judge Washburn, of Ludlow, Vermcnt. In 
May, 1843, he was admitted to the bar of that 
State and began practice, engaging also at the 
same time in the insurance business as agert 
for the Aetna and other Hartford companies. 
He displayed such remarkable aptitude and 
comprehension for insurance matters that he 
soon gained an excellent reputation. The Home 
Insurance Company invited him to become its 
general agent, in 1856, and he accepted the po- 
sition, removing to this city to enter upon his 
duties. He that capacity for 
twelve years, when he was elected Second Vice- 
President of the Company, and, in 1883, upon 
the resignation of Vice-President Willmarth, he 
was chosen he 


elected President, Mr. Martin having resigned, 


remained in 


his successor. In 1888, was 
and it is doubtful if any promotion was ever 
more richly deserved than Mr. Heald’s. 


A conception of this gentleman's long identi- 


fication with the Home Insurance Company may 
be gleaned from the fact that when he first be- 
came connected with its interests, the capital 
The 


stock was $500,000; total assets, $572,323. 
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proportions to which the Home has grown is a 
matter of insurance history. It is one of the 
four largest fire insurance companies of the 
world, to-day, and its capital and assets are 
equaled by only one other American company. 
Its capital is now $3,000,000; its gross assets 
$9,000,000 with a surplus over capital and all 
liabilities of $750,000. Its income is over $5,- 
00,000, and it insures property to more than 
All 


great fire disasters of 


$800,000, 000. its losses incurred by the 


the 
been promptly met and paid in full 


various cities have 

It is but just to attribute a large share of the 
credit of this record to the gentleman who has 
worked so long and indetatigably for its success, 
and who, atthe zenith of its power, holds its 
sceptre in his hands, placed there by the most 
astute and level headed business men in the 
country. 

Mr. to his 


studying insurance as a science and his solu- 


Heald’s success is largelv due 
tion of many intricate insurance problems has 
invariably proven correct. That the policies of 
this Company are eagerly sought for by the 
best class of insured throughout the country is 
a conceded fact. 

After the Mr. 
Heald was one of the ¢riginators and oryanizers 
of the National Board of 
was Chairman of its Executive Committee, and 


great Portland fire of 1866, 


Fire Underwriters, 


for ten years served as President of the Board. 
He has been an active 
ber 
writes, 


and permanent 
York Board of 
elected 


mem- 
Fire Under- 
has 
various official positions, 


of the New 


was twice its President, 


been chosen to its 
and has been an important factorin making ita 
success. 

Mr. 


and wide expansion, possessing a comprehen- 


Heald is a gentleman of broad ideas 
sive knowledge of chemistry, architecture and 
finance. Few men ever gain the respect and 
liberal 


degree as has been accorded Mr. Heald by his 


esteem of their fellow men in the same 


professional colleagues and all who have met 
him Dz. 
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INVESTMENTS. 


DECISIONS AND INFORMATION 


OF INTEREST TO 


INVESTORS, 


STATISTICS OF RAILWAYS IN THE UNITED STATES. 


FOR THE YEAR ENDING JUNE 30, 1893. 


the interstate 
commerce commission, prepared by its statisti- 


The sixth statistical report of 
ian, being the complete report for the above 
named period, for which a preliminary income 
iccount was issued in December, 1893, has just 
which the 


been submitted, of following is an 


abstract: 
MILEAGE. 


The total miieage of railways in the United 
States on June 30, 1893, was 176,461.07, being 
an increase during the year of 4,897.55 miles. 
rhe corresponding increase during the previous 
year was 3,160.78, from which it appears that 
there was some revival in railway construction 
The 
state of Washington leads in construction with 


luring the year covered by the report. 


536.32 miles; Montana shows an increase of 


jo9.66' miles; Minnesota of 406.69 miles, and 
The other states 
which show an increase in mileage in excess of 
Florida, Indiana, 
Michigan, Missouri, New York, Ohio, Pennsy]- 
vania, Texas, Wisconsin and Wyoming. The 
states of Kansas, Oregon, the territory of New 
Mexico, and the District of Columbia, show a 
slight decrease in mileage, due to remeasure- 


West Virginia of 365.01 miles. 


100 miles are California, 


ment of main lines or abandonment of small, 
The number of roads aban- 
doned during the year was 19. The total length 
of line, including all tracks, was 230,1 
which includes 10,051.36 miles of second track, 
and 42,043.40 miles of yard track and sidings. 


CLASSIFICATION OF RAILWAYS. 


unimportant lines. 


797 
ded 


The total number of railway corporations in 
existence June 30, 1893, was 1,890, being an in- 
crease of 68 during the year covered by the re- 

Of this number 752 were independent 
operating roads and 939 maintained operating 
accounts. 


port. 
The number of subsidiary roads 
which maintained financial accounts only was 
778, of which 326 were leased for a fixed money 
rental, and 195 for a contingent money rental, 
the remainder being operated under some form 


of traffic agreement not easily subjected to class- 
ification, The tendency toward some form of 
consolidation during the year has been quite 
marked; 28 
have 


roads, representing 749.87 miles, 


been merged; 20 roads, representing 
1,732.79 miles, have been reorganized; and 16 
roads, representing 1,469 19 miles, have been 
consolidated. These items are higher than the 
corresponding items of the previous year. A 
classification of railways according to length of 
line operated show. that there are 42 companies 
in the United States having a mileage in excess 
of 1,000 miles, 26 companies operating a mileage 
between 600 and 1,000 miles, 23 companies 
operating a mileage between 400 and 600 miles, 
41 companies operating a mileage between 250 
and 400 miles, and go2 companies operating a 
The total length 


of line controlled by the 42 companies operating 


mileage of 250 miles or less. 


an excess of 1,000 miles was 98,385.54, being 
equal to 55.78 per cent. of the total mileage of 
of roads con- 
trolled 11.20 per cent. of total mileage, from 


The second class 


the country. 


which it appears that 68 companies controlled 
76.98 per cent. of the total railway mileage. 
EQUIPMENT. 

The total number of locomotives on June 30, 
1893, was 34,788, being an increase of 1,652 
during the year. Of these, 8,957 were passen- 
ger locomotives, 18,599 freight locomotives, and 
the remainder 
number of cars 


locomotives, 
The total 
owned by the carriers making report was 1,119,- 
878, to which should be added 154,068 leased 
cars, making a total of 1,273,946 cars operated 
directly by the carriers. This shows an increase 


4,802 switching 
being unclassified. 


in the number of cars directly controlled of 
58,854 during the year. Of the total number of 
cars, 31,354 were in the passenger service, and 
1,047,577 in the freight service. The number 
of passengers carried per passenger locomotive 
was 66,268 and the number of passenger miles 
per passenger locomotive was 1,588,601. These 
figures show an increase in the efficiency of 
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passenger locomotives. The number of tons of 
freight carried per freight locomotive was 4o,- 
062 and the number of ton miles accomplished 
per freight locomotive was 5,031,889. These 
figures show nochange in theefficiency of freight 
locomotives as compared with previous years. 
The number of passenger cars per 1,000,000 
passengers carried was 53 and the number of 
freight cars per 1,000,000 tons of freight carried 
was 1,613. The increase in equipment fitted 
with train brakes, or automatic couplers, as 
compared with the increase in equipment itself, 
is not as marked as in the previous years. 
Thus, from a total increase in equipment dur- 
ing the year ending June 30, 1893, of 60,506, 
the increase in equipment fittea with train brake 
was 42,158, and the increase in equipment fitted 
with automatic coupler was 77,904. 


EMPLOYEES. 


The total number of employees in the service 
of railwayson June 30, 1893. was 873.602, being 
an increase of 52,187. Of this total of em- 
ployees, 35,384 are assigned to the work of 
general administration; 256,212 to maintenance 
of way and structures, 175,464 to maintenance 
of equipment, and 397,915 to conducting trans- 
portation, the remainder, 8,627, being unclass- 
ified by the carriers making report. If the em- 
ployees be assigned to mileage, it appears that 
515 men found employment in the railway in- 
dustry in the United Siates per 100 miles of line, 
21 being assigned to general administration, 
i5{ to maintenance of way and structures, 103 


to maintenance of equipment, and 234 to con- 
ducting transportation. 


CAPITALIZATION AND VALUATION. 

The aggregate of property properly classified 
as railway capital was on June 30, 1893, $10,- 
506,235,410, which shows railway capital equal 
to $63,42: per mile of line. The amount of 
stock outstanding was $4,668,935,418 of which 
$3 982,009,602 was common stock, the remain- 
der, $686,925,816, being preferred stock. The 
funded debt outstanding was $5,225,689,821, 
classified as follows: Mortgage bonds, $4,504,- 
383.162; miscellaneous obligations, $410,474,647; 
income bonds, $248,132,730, and equipment 
trust obligations, $62,699,282. The amount of 
investment in the railway securities has in- 
creased during the year from $1.391,457,053 to 
$1,563,022,233, being an increase of $171,565,- 
180. 

The amount of stock paying no dividends 
during the year was $2,859.334,572, being 61.24 
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per cent. of the total stock outstanding. Of 
stocks paying dividends, 5.25 per cent. of the 
aggregate stock paid from 4 to 5 percent., 11.62 
per cent. paid from 5 to 6 per cent., 5.24 per 
cent. paid from 6 to 7 per cent., and 5.32 per 
cent. paid from 7 to 8 per cent. The total divi- 
dends paid was $100,929,885. The amount of 
mortgage bonds paying no interest was $492,- 
276,999, Or 10.93 per cent. of the total of mort- 
gage bonds, and the amount of income bonds 
paying no interest was $204,864,269, or $2.56 
per cent. of the total of income bonds. 


PUBLIC SERVICE. 


The total number of passengers carried dur- 
ing the year ending June 30, 1893, was 593,560,- 
612. Passenger mileage during the same year 
was 14,229,101,084. The average journey per 
passenger was 23.97 miles. The numberof tons 
of freight reported by the railways for the year 
was 745,119,482. Ton mileage was 93,588,111,- 
833. The average number of tons in a train 
was 183.97, and the average haul per ton for the 
entire country was 125.60 miles. Passenger 
train mileage was 335,618,770, and freight train 
mileage 508,719,506. 


EARNINGS AND EXPENSES. 


The gross earnings from operations on the 
railways of the United States for the year end- 
ing June 30, 1893, was $1,220,751,874, being an 
increase of $49,344,531 Over gross earnings re- 
ported in the previous year. Operating ex 
penses during the year were $827,921,299, being 
an increase of $46,923,303 over the previous 
year. The income from investments reported 
by the railways was $149,649,615, while deduc- 
tions on account of fixed charges and other 
analogous items were $431,422,156. The final 
net income available for dividends was $111,- 
058,034, being a sum less than the correspond- 
ing amount for the previous year of $4,907,157. 
After deducting trom this amount the dividends 
paid, the income account of railways in the 
United States for the year 1893 shows a surplus 
of $8,116,745, which is less than the surplus of 
the previous year by $5,919,311. The complete 
report shows a full income account for each of 
the ten territorial groups into which thecountry 
is divided. The gross amount received from 
carrying passengers was $301,491,816; from 
carrying the mail, $28,445,053, and from carry- 
ing express matter, $23,631,394. The gross 
amount received for carrying freight was $829,- 
033,861. The passenger service accounts for 
29 49 per cent. of the earnings from operation, 
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and the freight service for 68.23 per cent. of 
such earnings. 


RAILWAY ACCIDENTS. 


The number of railway employees killed dur- 
ing the year was 2,727, being greater by 173 
than those killed during the previous year. The 
number of employees injured was 31,729, being 
greater by 3,462 than the number injured the 
previous year. The number of passengers 
killed during the year was 2@9, being less by 77 
than the number killed the previous year, and 
the number injured was 3,229, being 2 in excess 
of the number injured the previous year. Of 
the total number of deaths to employees on ac- 
count of railway accidents, 433 were due to 
coupling and uncoupling cars, 644 to falling 
from trains and engines, 73 to overhead ob- 
structions, 247 to collisions, and 153 to derail- 
ments, the remainder being due to causes not 
so clearly defined. An assignment of casual- 
ties to the opportunity offered for accidents 
shows 1 employee to have been killed for every 
320 men employed, and 1 to have been injured 
for every 28 men employed. The most danger- 
ous service is that of trainmen, and for these 
the statistics show 1 employee to have been 
killed for every 115 trainmen, and 1 employeeto 
have been injured for every 1o engaged in this 
service. A similar comparison shows I passen- 
ger to have been killed for each 1,985,153 pas- 
sengers carried, or for each 47,588,966 passenger 
miles accomplished, and 1 passenger injured for 
each 183,822 passengers carried, or for each 
4,406,659 passenger miles accomplished. An 
assignment of accident statistics to the territor- 
ial groups shows great diversity in the relative 
safety of travel and railway employment in the 
various sections of the country, 


CONCLUSION. 


Mention is made in the report of an important 
step toward the realization of uniformity in rail- 
way accounts in that the commission has, with 
the assistance of the Association of American 
Railway Accounting Officers, revised the class- 
ification for operating expenses. It is safe to 
say that within a few years there will be prac- 
tical uniformity in the bookkeeping of railways 
so far as operating expenses are concerned. 

Another subject of interest touched upon in 
the report is the necessity of compiling freight 
statistics more fully than at present is the case. 
It is probable that something akin to a clearing 
house of freight statistics will become a neces- 
sity in the near future 


INVESTMENT BY TRUSTEE IN 
MORTGAGE, 


Following is a synopsis of the decision of the 
supreme court of North Carolina in McEachern 
v. Stewart: 

1. A trustee, being directed to invest $500 in 
his hands in realty or United States bonds, and 
receive and pay over the interest annually, 
loaned the money to his brother on a third mort- 
gage—the first, $750, being to another; the sec- 
ond, $1,000 to himself; both overdue. The 
money was applied as a credit on the first mort- 
gage. Held, that the third mortgage had prior- 
ity over the second. 

2. The trustee could not determine the trust, 
as against himself, by turning over the trust 
bond and mortgage to his official successor in 
the trust, and buy in the property for himself, 
without notice to the cestuis que trustent, and 
order of court. 

3. Itis immaterial that at two previous sales 
the property brought enough to pay the whole 
debt and that a third, for an insufficient price, 
had been confirmed by the court, 


THIRD 


VALIDITY OF SCHOOL DISTRICT BONDS 
IN NORTH DAKOTA. 


Following is a summary of the points decided 
in the case of Flagg v. School District No. 70, by 
the supreme court of North Dakota: 

1. Defendant was authorized to issue bonds 
to fund its outstanding indebtedness in case cer- 
tain statutory prerequisites were complied with. 
A record of the proceedings culminating in the 
decision to issue bonds was to be made in the 
district, and a certified copy thereof was to be 
filed with the county clerk, and preserved as a 
record in his office. it was made the duty of 
thé county clerk to examine such record in his 
office, and if satisfied, from such examination, 
that ali the requisites of the act with respect to 
the preliminary proceedings had been complied 
with, and that the bonds were authorized to be 
issued as provided for in the act, he was to 
register the bonds, and indorse upon each of 
them his certificate in the form prescribed inthe 
statute. The bonds in question were so regis- 
tered and certified. Held, that a purchaser of 
such bonds, for value, before maturity, and 
without notice that any of the conditions of the 
statute relating to proceedings to authorize the 
issue of the bonds had not been complied with‘ 
could rely upon the certificate of the county 
clerk as finally settling all such matters, and 
that the court below did not err in rejecting de- 
fendant’s offer to prove that such conditions had 
not been complied with. 

2. By an amendment to the act, it was pro- 
vided that no district, in which the title to the 
school site was not in the school board, should 
bond its debt until it had obtained such title. 
But it was declared in such amendment that, 
after the bonds had been registered and certi- 
fied, their validity should not be questioned in 
any tribunal, butshould be and remain validand 
binding. Held, that this provision made it the 
duty of the county clerk to pass upon this ques- 
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tion of title before registering and certifying the 
bonds, and that, therefore, his decision, evi- 
denced by registering and certifying the bonds, 
that such condition as to title to the school site 
had been complied with, was final on the point, 
as against the district, in favor of one who pur- 
chased the bonds in good faith, for value, with- 
out notice that this condition had not been com- 
plied with 

3. The right of a bona fide purchaser of mu- 
nicipal bonds to rely upon a recital or certificate 
as to facts which the person making the same 
had authority to determine does not depend 
upon the bond being a negotiabje instrument. 
It exists in the case of a bona fide purchaser of 
a non-negotiable bond as well. 

4. The statute declared that a committee 
should audit the claims against the district, and 
determine the amount of indebtedness to be 
funded. Held, that the auditing by the com 
mittee of claims against the district, and the 
vote of the district to bond to pay such claims, 
and the issue of bonds accordingly, would pre 
clude an inquiry as to the validity of such 
claims as a consideration for such bonds, as 
againsta bona fide purchaser of such bonds; 
that, as against such purchaser, the district 
could not show, to prove a want of considera- 
tion between the original parties, thatthe bonds 
were in fact paid for by the one to whom they 
were originally issued by the district, by the 
surrender of void claims held by him against 
the district, provided such claims had 1n fact 
been audited and canceled, and bonds voted and 
issued under the provisions of the statute. Cor- 
liss, J., dissenting. 


ALMA, KANSAS MUNICIPAL BONDS, 


Validity where council submits question of issue to 
electors by resolution instead of ordinance. 


In an action by the Guaranty Savings Bank 
against the city of Alma upon coupons on cer- 
tain municipal bonds, the city contested their 
validity mainly on the ground, that the council 
did not enact an ordinance providing for the 
submission to the electors of the proposition to 
issue improvement bonds. It claimed that un- 
derthe charter of the city a resolution of the 
council, such as was in fact adopted, was not 
the proper mode of inviting an expression of the 
popular will touching an issue of improvement 
bonds, and that, because a resolution was 
passed in lieu of an ordinance, all subsequent 
proceedings taken thereunder were invalid, and 
the bonds are void. 

The contention that an ordinance should 
have been passed, in lieu of a resolution, rested 
upon no charter provision which expressly re- 
quires an ordinance to be passed for the pur- 
pose of obtaining an expression of the popular 
will, but was founded altogether upon infer- 
ences drawn from various charter provisions 
which doin fact require the council to enact or- 
dinances for certain well-defined purposes. For 
example, the charter of the city empowered the 
council to enact ordinances ‘‘to levy and col- 
lect taxes for general revenue not to exceed ten 
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mills on the dollar * * *; to open and im- 
provestreets * * * and alleys, make side- 
walks, build bridges, culverts and sewers.” 
Another section of its charter prescribed the 
form of all ordinances that might be passed by 
the council, and directed them to be published 
in a certain way, and to be entered in an ordi- 
nance book. Another section of the charter, 
and the one most relied upon, provided, in sub- 
stance, that the mayor and council should have 
no power ‘‘ to appropriate or issue any scrip, or 
draw any order on the treasurer for any money, 
unless the same had been appropriated or or- 
dered by ordinance. And a proviso to this 
section enacted *‘that no ordinance * * * 
for borrowing * * money, levying taxes, 
or appropriating money, shall be of any validity 
unless a majority otall thecouncilmen * * * 
shall vote for such ordinance,” etc. 

The United States Circuit Court of Appeals, 
eighth circuit holds 

Where bonds are issued under Gen. St. Kan 
188g par, 961,which declares thatcities may ‘*bor- 
row money and issue bonds therefor”? whenever 
‘* the city council shall be instructed so to do” 
by vote of the inhabitants, it is no objection to 
the validity of such bonds that the council sub- 
mitted the matter to the electors by means of a 
resolution, rather than ordinance, where there 
is nothing in the statutes expressly requiring an 
ordinance in such case. National Bank of Com- 
merce v. Town of Granada, 54 Fed. 
tinguished. 


100, dis- 


MUNICIPAL BONDS IN TEXAS. 


Constitutional limit upon indebtedness. 


In an action by Reuben W. Millsops against 
the city of Terrell, Tex., upon certain munici- 
pal bonds, the United States circuit court for 
the northern district of Texas, decided that 
prior to the issuance of the bonds sued on, the 
city had, by the issuance of its waterworks 
bonds, exhausted its authority to create debts, 
and the plaintiffs’ bonds and coupons were there- 
fore void. 

The circuit court of appeals, fifth circuit, af- 
firm the judgment, holding: 

1. Const. Tex. Art. 11, $$ 5, 7, provide that 
no city shall ever incur a debt for any purpose 
or in any manner, unless at the same time pro- 
vision is made for levying and collecting a tax 
sufficient to pay the interest, and asinking fund 
of at least 2 percent. per annum. Article 8, $ 
g. provides that the tax to be levied for the erec- 
tion of public buildings and other permanent 
improvements shall not exceed 25 cents of the 
$100 valuation in any one year. Held, that the 
power of a city to create debts for such pur- 
poses is limited to asum upon which the in- 
terest, together with 2 per cent. ‘or the sinking 
fund, will not exceed the revenue derived from 
a tax of 25 cents on the $100. 

2. After a city had issued bouds to such an 
amount that the interest and sinking fund ab- 
sorbed the whole of such tax, it issued another 
series, and provided that the interest and sink- 
ing fund should be appropriated out of the gen- 
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eral revenue of the city. Held, that the first 
issue of bonds, to the full amount authorized by 
the constitution, exhausted its power tocontract 
debts, and the additional issue is void, without 
regard to its authority to apply its general rev- 
enue to the payment of interest and sinking 
fund of a bonded debt. 


INVESTMENT OF PERMANENT SCHOOL 
FUNDS IN NEBRASKA. 

In State ex. rel. 

treasurer, the 
ide 


1. By section 1, 


Bartley, state 
Nebraska de- 


Crounse v 
supreme court olf 


article 8, of the state consti- 
tution, the sole power to manage, loan and in- 
vest the permanent school funds of the state is 
odged with a board, composed of the governor, 
secretary ot state, treasurer, attorney general, 
and commissioner of public lands and buildings; 
ind said board cannot be deprived ef its tunc- 
tions by legislative enactment, nor can the leg- 
slature confer authority upon a single member 
of said any other person, to invest 
iny portion of said trust funds. 
2. Section 25, chapter So, of 
s of 1893, in so far as it 
the state treasurer 
evs In his 


board, or 


the compiled 
attempts to au- 
alone to invest mon- 
belonging to the permanent 
educational funds of the state, coniravenes sec- 
tion 1, article 8.of the constitution, and is there- 
fore inoperative 


Statut 
thorize 


hands 


FAXING POWER OF CITIES IN MISSOURI. 


The case of the Lamar Water and Electric 
Light Company v. The City of Lamar, has re- 
cently been decided in an opinion written by 
Chief Justice Black of the Missouri supreme 
court. 


This is a most important opinion to 
cities of the second, third and 
this state, as the taxing authority of such muni- 


fourth classes in 


cipalities is involved in the suit, which was 
brought by the water works company to recover 
$3,900 for rental of fire hydrants. 

Judge Black holds that under the constitu- 
tion 50 cents on the $100 valuation is all that 
can be levied, except to pav indebtedness con- 
tracted prior to the adoption of the constitution 
or for the erection ot public buildings. He fur- 
ther holds that the 50 cents on the valuation in- 
cludes all taxes and therefore the special tax of 
jo cents on the $100, levied by the city of Lamar 


Pe) 


for water works, is unconstitutional, and the 
contract under the ordinance passed by the city 
council of Lamar is void. He says that if cities 
can not have water works save by violating the 
law of the land they must go without them, 

DULUTH 


MINN. WATER AND 


BONDS. 


LIGHT 


The Supreme Court of Minnesota has recently 
rendered the folluwing decision in Woodbridge 
v. City of Duluth: 

Under the amendment (Spec. Laws, 1891, c. 
55 $ 35) to subchapter y, ot the charter of the 
city of Duluth, (Spec. Laws 1887. c. 2,) ** water 
and light bonds,” may be issued by the author- 
ities of said city, the requisite preliminaries 
having been duly observed, as a part of its gen- 
eral indebtedness, notwithstanding such bonded 
indebtedness already exceeds five per cent. of 
the assessed valuation of the taxable property 
in the city, according to the then last assess- 
ment, 

LEGALITY OF PHILADELPHIA BONDS. 

A decision has been handed down in the su- 
preme court of Pennsylvania at Harrisburg, 
which establishes the legality of Philadelphia 
bonds to the amount of $6,000,000 which were 
authorized this year to aid in the construction 
of a subway for the purpose of abolishing grade 
crossings on the Philadelphia & Reading Rail- 
road The court holds that these securities 
cannot be classed with what are commonly 
known as railroad-aid bonds. Another point 
which is cleared up by the decision is the ques- 
tion whether or not the holdings of the sinking 
fund shall be deducted from the city debt in 
figuring the city’s borrowing power. This de- 
duction was, as expected, pronounced allowable. 
The force of the decision is summed up in the 
concluding clause which reads as follows: ‘‘ We 
hold, first, that the $23,130,100 of the city cer- 
tificates in the sinking fund is not a debt within 
the meaning of the word ‘debt’ in Section 8, 
Article 9, of the constitution; that the real debt 
of the city is the authorized debt, less the 
amountof the city certificates purchased and 
uncanceled in that fund, Second. The agree- 
ment of the city with the Philadelphia & Read- 
ing Railroad Company is not a loan ofthe city’s 
credit to a corporation.” 
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INQUIRIES AND CORRESPONDENCE. 


Tis department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen 


eral interest, and ex 


Confession of Judgment by Guarantor. 


First NATIONAL BANK, Monticello, } 
Ill., June 18, 1894. ) 
THomaAs B. Paton, Esq., 


Editor Banking Law Journal: 


DEAR S1R:—Please give in an early number 
of the Journal your opinion of a form of guar- 
antee which is written on the back of the en- 
closed note, taking it in connection with the 


MONTICELLO, Illinois,.... 


€ ( pect prompt and careful consideration thereof, without charge. 
of those submitting inquiries are published, unless special request is made to the contrary. 


The names and place 


note itself. In case of confession of judgment 
would this guarantee enable a confession to be 
taken against the guarantor also? Ido not find 
anything in my volumes of the Journal which 
covers this case, and your published opinion I 
would consider very valuable. 

I also wish to express my continuing belief 
that you are publishing the best Journal for 
bankers in the United States. 

Very truly yours, 
O. W. Moore, Cashier, 


PPOTTTTTTITiTTTTiT rit tie 189 


days after date, we, or either of us promise to pay to the order of 


THE FIRST NATIONAL BANK OF MONTICELLO. 


DOLLARS, | 


tor value received at its BANKING-HOUSE,MONTICELLO,ILL, with interest at 7 per cent. per annumafter | 


| MATURITY 


until paid. 


| And we all consent that after this obligation shall have become due, time of payment may be extended | 
| trom time to time, and we will and shall remain liable notwith-tanding such extension of time. 
| 


together with costs and 





And to secure the payment of said amount. we hereby autuorize irrevocably, any attorney ofany Court 
of record toappear for us in such court, 1n term time or vacation at anv time hereafter, and confess a judg- 
| ment,without process, in favor of the holder of this note.for such amount as may appear to be unpaid thereon, , 
dollars attorney’s fees, and to waive and release all errors 
which may intervene in anv such proceedings, and to consent toimmediate execution upon such judgment, 
| hereby ratifying and confirming all that our said attorney may do by virtue hereof. 


[INDORSED] 
For value received I hereby guarantee the payment of this note at maturity, or at any time 
thereafter, waiving demand and protest, and I also hereby agree to all the provisions of this note 


the same as if I was the maker thereof. 


The terms of the indorsed guaranty 
are sufficient, we believe, to authorize 


entry of judgment by confession against 
the guarantor. 


Check to John Jones or Order. 


Equivalent to “order of John Jones’—No indorsement necessary where presented in person. 


First NATIONAL BANK, 
Ciypve, O., June 9g, 1894. 
Editor Banking Law Journai: 

Will you please state in your next Journal the 
law on the following: 

If a check is drawn payable to John Jones or 
order, and John Jones presents it in person at 
the counter of drawee, is it legally necessary for 
John Jones to indorse it? 


2. What would be the difference between the 
form above noted and the form ‘‘ Pay to the 
order of John Jones.” An opinion much de- 
sired. Truly Yours, 

S. M. Terry, Cashier, 


1. It is not legally necessary for John 
Jones to indorse. 
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2. It has been held that a note payable 
) the order of A B isin contemplation of 
iw a note payable to A B or erder, and 
maybe sued in the name of A B without 
indorsement. Durgin v. Bartol, 64 Me. 
173. For the same reason there would 
be no more legal necessity for John 
{ones to indorse a check payable to ‘‘the 
order of John Jones” than in a case 
where it was payable to ‘*‘ John Jones or 
order.” 


Discharge of Guarantor. 


THE BANK OF SARGENT County, 
MILNor, N. Dak., June 25, 1894. § 
/ditor Banking Law Journal: 

DeaAR Sik:—A sold to B a team of horses 
taking a chattel mortgage on the team sold and 
some colts to secure the purchase price, which 
was $215, and putin a note due the following 


Fall. A sold the note to C, under a guaranty 
as follows, 


For value received I hereby guaranty the payment 


f the within note at maturity, or at any time there- 
ter, with interest at the rate of 10 per cent. per an- 
m, until paid, waiving demand, notice of non-pay- 
nt and protest.” (Signed) A. 


At maturity the maker B was unable to pay 
the note and neglecting to take care of the 
paper a collector was sent to his place at two 
lifterent times to try to induce him to pay. 
Finding B, the maker, unable to pay the obliga- 

n, and as there would be improvement in the 
value of the property covered by the mortgage 
in the increased value of the growing colts, C, 
vho was the holder of the note, agreed to ex- 
end the time of payment on B’s paying the 

llector’s charges and the interest. A _ short- 

me note was given for the interest and ex- 
penses of the collector due in 30 days, where- 
upon the holder C wrote on the back 


‘Interest paid to October 15, 1889, and time of pay- 
entextended to October 15, 1890.”” 


B never paid anything on either the principal 
note or the one given for interest and expenses 
of the collector. C attempted foreclosure of the 
note in the Spring of I891 and finally obtained 
possession of one head of stock which made a 
small endorsement on the principal note. All 
this transpired in the State of North Dakota. 
A, who resided in the State of Minnesota, was 
presented with note and payment demanded in 
Spring of 1892. Suit was begun and he defended 
on ground that the extension made without 
notice to him had released him as guarantor. 
Is his position a good one? The fact that the 
original transaction was made in North Dakota 


and the suit is to be tried in Minnesota, puts it 
in a little different position than is usual. If of 
sufficient general interest please reply in your 
next issue of the Journal. 
Yours Truly, 
F, W. VaIL, Cashier. 


The rule with reference to the dis- 
charge of a surety by the giving of time 
is equally applicable to the guarantor 
of the debt of another; and it is well 
established that a guarantor is dis- 
charged by any extension of time al 
lowed the principal by the guarantee 
upon a sufficient consideration, without 
the guarantor’s consent. Daniel, Neg. 
Instr. § 1789 and cases cited. 

Was the consideration in the present 
case sufficient to constitute a binding 
agreement for extension and discharge 
the guarantor? While the payment of 
interest in advance has been held a 
sufficient consideration tu support an 
agreement for an extension, the contrary 
has beer held as to payment of interest 
already accrued, In the latter case the 
debtor has parted with nothing but 
what he was already bonnd to pay. In 
the present case the interest and (pre- 
sumably) the collector’s charges includ- 
ed in the thirty-day note was money 
already due, and its payment by the 
debtor would not fulfil the requirement 
of sufficiency of consideration. Espec- 
ially so, as the small note was the 
debtor’s own promise merely, and was 
never in fact paid. 

We cite the following cases illustrative 
of considerations held to be insufficient 
for extending time. 

1. Solary v. Stultz, 22 Fla. 263. Held: 
An agreement by the creditor to extend 
the time of payment of the debt guar- 
anteed, sixty days, upon the debtor 
paying him a sum of money he owed 
him on open account—another transac- 
tion—is not based on a good considera- 
tion and will not discharge the guaran- 
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The court said: ‘‘ We are at a loss 
to see any consideration moving from 
Powell to Stultz by paying him an ac- 
count he owed him.” 

2. Roberts v. Stewart, 31 Miss. 664. 
Payment ot part of a debt by the prin- 
cipal at the time or after it becomes due 
is not a sufficient consideration to sup- 
port an agreement for forbearance, and 
an agreement for forbearance founded 
upon such consideration, even though 
carried out by the creditor will not dis- 
charge the surety. 


tor. 


In such case ‘‘no 
benefit is received by the creditor but 
what he was entitled to under the orig- 
inal contract, and the debtor has parted 
with nothing but what he was already 
bound to pay.” 

Without further citation of 
opinion that the consideration stated in 
the case submitted was not sufficient to 


release the guarantor. 


we are 


Whether he was 
released by delay in pursuing the prin 
cipal debtor from October 1889 to the 
Spring of 1891 is a question we are not 
asked and will not now consider. 


A Question of Forged Indorsements. 


CHICAGO, June 16, 1894. 
Editor Banking Law Journat: 


Dear Sir:—We have the following case, and 
ask your advice per mail—if possible before the 
printing ot the casein your July number. On 
May 11th, a customer issued a check for $233 to 
order of Morris Bros. On May 12th, this check 
was presented for paymentat our office payable 
to Morris Brossy. It was indorsed ‘‘ Morris 
Brossy,” and underneath, ‘‘John Jones,” the de- 
positor’s name, presumably for certification, 
and the check was paid in cash to the bearer, 
who re-indorsed the check. 

On June rst the depositor has his book bal- 
anced, and on examination of checks denies his 
signature on the back of this check, which we 
think is genuine. The rightful payees (Morris 
Bros.) cannot say whether they ever had the 
check or not, although it was mailed to them 
in their printed envelope. 

Now comes the drawer and claims the money 
of us saying that we should know that there is 
no such name as ‘‘ Morris Brossy,” and also 
claiming thatthe indorsement of his name is a 
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forgery. Whether we are liable to the make: 
of the check is what we would like to know 
and an early answer will greatly oblige, 

Yours truly, 


PRIVATE BANKER. 


The liability of the bank turns on the 
simple question of fact whether the in- 
If the deposit- 
or’s indorsement, John Jones, and the 
payee’s indorsement are forgeries, the 
bank cannot charge the amount to its 
customer. 


dorsements are genuine, 


Liability of Collecting Banks as In- 
dorsers. 


> =. ¥., eee's. 
Mr. Thomas B,. Paton .— 


Deak Sik:—I understand it to be quite a gen- 
eral custom in this part of the state, where there 
are two or more banks in the same place for 
each bank to pass all checks received by them on 
their neighbors by stamping withthe same*‘paid”’ 
stamp used to cancel checks drawn upon them- 
selves. instead of indorsing the same, and this 
with no express understanding that they shall 
assume the liability of indorsers in so doing. 

This impresses me as not only being bad prac- 
tice, but hazardous as well, but in view of the 
fact that the custom is so thoroughly established 
in this vicinity I am a little reluctant to make a 
pronounced ** kick,” and our competitors are in- 
clined to crowd this method on us, contending 
that a check, payment of which was refused 
under that form of transfer, and for no «ther 
reason, would be properly promptly protested 
by them. 

Will you kindly give me your general opinion 
of this custom, and your judgment as to our 
recourse on them for an item on us. subsequent 
ly shown to be carrying a forged indorsement, 
if paid them on their ‘‘paid” stamp with no 
other indorsement by them. 

Would we be justified in refusing payment of 
such an item? Would they be liable for dam- 
ages in protesting such an item if payment was 
refused by us? Yours truly, 


1894. 


, Cashier. 


Under the New York decisions 
hazard would seem to be more in pay- 
ing a draft toa bank that appeared to 
be only an agent for collection by virtue 
of a restrictive indorsement, than in pay- 
ing to a bank, apparently the owner, 
who merely stamped ‘*‘ paid,’ when col- 
lecting. To illustrate: 

In White v. Continental Bank, 64 N+ Y. 


the 
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316, the court of appeals use this lan- 
guage: ‘‘ The defendant, as holder of 
the bill and claiming to be entitled to 
receive the amount thereof from the 
drawers, was held to a knowledge of its 
wn title and the genuineness of the in- 
dorsements, and of every part of the 
ill other than the signature of the 
drawers, within the general principle 
vhich makes every party to a promis- 
sory note or billof exchange a guarantor 
ef the genuineness of every preceding 
indorsement, The presentation of the 
bill and the demand and receipt of the 
money thereon, was equivalent to an in- 
dorsement. The drawees had aright to act 
upon the presumptive ownership of the 
defendant as the apparent holder.” 
This, we see, would 
apparent'y 


render a_ bank, 
the owner, who received 
payment of forged paper (other than 
torgery of drawer’s signature) liable to 
refund, whether it indorsed the paper 
with ats full title, merely stamped it 
‘‘ paid, ” or did not indorse at all. 

But several recent decisions of the 
New York court of appeals have denied 
recourse upon collecting banks who 
have received money on forged paper 
and accounted for it to their principals, 
it had been indorsed to them 
‘for collection” and they thus figured 
as agents for collection, instead of ap- 
parent owners. The doctrine is summed 
up in National Park Bank v. Seaboard 
Bank, 114 N. Y. 33,—a case where a 
draft raised from $8 to $1,800 was in- 
dorsed ‘‘ for collection” by a Pennsyl- 
vania bank, to the Seaboard of New 
York, and by the latter collected from 
the Park and proceeds accounted for 
to the Pennsylvania bank—as follows: 

‘*‘When the draft in question was 
paid by the plaintiff under a mistake of 
fact, the defendant either owned it or 
simply held it for collection as the agent 


where 


of the Eldred Bank. If the defendant 
had then owned the draft it would have 
become liable, upon discovery of the 
facts, to refund the amount mispaid, 
provided its condition had not in the 
meantime changed so that this would 
be unjust. If, however, the defendant 
did not then own the draft, but merely 
presented it for payment as the agent of 
another bank, it could not be required 
to repay, provided it had paid over to 
its principal before notice of the mis- 
take.”’ 

These legal extracts show the situa- 
tion to be guarded against in the state 
of New York by paying banks, at the 
present time. In the clearing houses, 
a rule binding asa contract, is frequently 
found making collecting banks who in- 
dorse by stamp, number, or otherwise, 
liable as guarantors of the genuineness 
of prior indorsements, except that of 
payees of certificates of deposit. We 
have not found, that this 
guaranty correctness of 


however, 
extends to 
amount. 

Answering the specific inquiry as to 
propriety of protest on refusal to pay 
because ‘* paid” is the only indorsement 
the collecting bank is willing to make, 
there is no /ega/ obligation upon a payee, 
or an collecting from the 
drawee, to indorse at all, and protest 
would therefore be proper. 

The situation iliustrates only one, of 
many instances where the requirements 
of law are insufficient to meet commer- 
cial needs at the present time. 


indorsee, 


Who Can Take Advantage of Usurious 
Contracts With National Banks? 


SECOND NATIONAL BANK, ) 
CLARION, Pa., May 29, 1894. § 


Editor Banking Law Journal: 


DEAR Sir‘—A, in a deal, gives his note (nego- 
tiable) to B for $1,000, payabie 18 months after 
date, with interest at the legal rate. Bimmes 
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diately sells the note (or discounts it, if you see 
proper to so call the transaction) to a national 
bank at 75 cents on the dollar, the legal rate of 
interest being 6 per cent. 

Ist. Is the transaction with the bank usurious, 
whether it be called a sale or a discount? 

2d. If yes, can A take any advantage of it in 
a suit by the bank against him on the note or 
otherwise? 

There seems to be some conflict, or at least, 
confusion in the authorities on this point, and 
the question is one of great importance to 
bank attorneys generally. The national bank- 
ing act says a violation of the statute on this 
point ‘‘ shall be deemed a forfeiture of the en- 
tire interest which the note, bill orother evidence 
of debt carries with it, or which has been agreed 
to be paid thereon. In case the greater rate of 
interest has been paid, the person by whom it 
has been paid, or his legal representatives, may 
recover back, in an action in the nature of an 
action of debt, twice the amount of the interest 
thus paid from the association thus receiving or 
taking the same,” etc. 

That the maker of a note, whose rights and 
liability are not affected by a sale or discount of 
the note, except as to equities or failure of con- 
sideration between him and the payee, cannot 
take advantage of a usurious contract between 
payee and a national bank, seems to me to be 
settled by the act itself, and expressly so, by 
Smith v. Exchange National Bank, 26 Ohio, 
141, and Lazear v. National Union Bank, 52 
Md., 73. See also, ‘‘ National Bank Act and 
Meaning, Bolles,” pp. 151, Sec. 334. The two 
decisions above cited are reported annually as 
the law of the land by the comptroller of the 
currency. See Rep., 1892, pp. 10g and 123, 
Vol. 1. 

So far as we are concerned in Pennsylvania 
the confusion comes into the question in Bank 
of Clarion v. Reed, 107 Pa. St. Rep., p. 251. The 
second and third clauses of the syllabi state: 

‘* Where a national bank takes, receives or 
charges more than the legal rate of interest in 
the discount of a note, the interest bearing 
power of the note is destroyed and remains de- 
stroyed until itis paid. A gave B a judgment 
note for the latter’s accommodation. B had the 
same discounted by a national bank at a usurious 
rate of interest. The bank having entered up 
the judgment note the judgment was opened, 
and the defendant let into a defence. 

Held, that the defendant could avail himself 
of the usurious discounts charged by the bank 
as a defence to the payment of interest.” 

Of course in this case the note was not nego- 
tiable and the defendant could not have been 
sued by the bank, butin the nameof the payee 
for use of the bank, and the defendant was only 
an accommodation maker. Yet, the case is con- 
fusing and we do not know exactly ‘‘ where we 
are at.” 

Barnett v. The National Bank, 98 U. S., 555, 
(8 Otto), overrules, in part, Lucas v. Bank, 78 
Pa. St., 228, Overhalt v. Bank, 82 Pa. St., 
490, and Cake v. Bank, 83 Pa., St., 303, so far 
as they hold that in an action by a national 
bank the defendant may set off the amount of 
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usurious discounts, etc. And it seems to m: 
that Barnett v. The Bank also overrules Bank 
v’ Reid, supra. But of course that case was de 
cided long after the decision of Barnett v. Bank. 
And the supreme court of Pennsylvania ac 
tually overrules itself by reason of Barnett v 
Bank, in Bank v. Gruber, g! Pa. St. (opinion) 
377, 384, 385. 

In my case stated, in the beginning of this 
communication, if the transaction is usurious. 
is it illegal interest stipulated for or illegal in- 
terest paid? 

It would seem to be the latter as ruled in Bank 
v. Carpenter, 52 N. J., 165; S. C. 19 Atlantic 
Reporter, 181. 

Such being the case, would not the attempt 
of A to defend, by way of set off, in the case 
stated, be in the teeth of Barnett v. Bank, 
supra? even if A had a standing of any kind. 
Can it be possible that the note, by reason of a 
usurious contract between payee and bank, be- 
comes a dead note as to interest, in favor of the 
maker and against the bank, and particularly 
as against an innocent endorsee of the bank, 
before maturity for value? 

Hoping the journal can help us out. 


I am very truly yours, 
J. T. MAFFETT. 


Our correspondent will find the trans- 
action involved in his inquiry discussed 
and decided by the United States Cir 
cuit Court of Appeals, District of New 
Jersey, in MWational State Bank v. Dan- 
forth, reported in the Banxinc Law 
JournAL of January 1, 1892, at page 15. 
Also editorial discussion of the same 
questions in articles ‘* National Banks 
and Usury,” page 5 of the same num- 
ber, and ‘‘The Penalties for Usurious 
Discounts by National Banks ”’ at page 
143, Journal of February 15, 1892. 

Taking up the points of his inquiry 
seriatum, as covered by that decision: 

1. The purchase by the national bank 
from B of the note at a discount of 25 
per cent. was a violation of the national 
bank act, and usurious. 

2. The maker A can defend under the 
forfeiture clause of the national bank 
act. Differing from the courts of Ohio 
and New Jersey, and following the su- 
preme court of Pennsylvania in Guthrie 
v. Reid, 107 Pa. St., the U. S. circuit 
court of appeals holds that the usury 
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between the subsequent parties de- 
s'royed the interest bearing power of 

e note in the hands of the offending 
bank, and disabled it from recovering 
Hence 
the original debtor could plead usury as 
a defense. 

3. A being allowed 
what is the extent of 
the bank against him? The face of the 
note, without interest. As B had al- 
ready paid the usurious interest to the 
national bank at the time of discount, 
not in money, but in A’s negotiable ob- 
ligation (National Bank of Rahway v. 
Carpenter, 23 Vroom, 165; Mash v. Bank, 
68 N. Y., 396) and as it has been held 
by the United States supreme court 
(Barnett v National Bank, 98 UV. S., 555) 
that where unlawful interest has been 
a national bank, it cannot be 
used by way of set-off in a suit by the 
bank on the paper, A is liable for the 
face of the note, without interest. B, 
however, might, as a borrower, ‘sue the 
bank within two years for twice the 
illegal interest paid. 

4. Concerning the effect of the prin- 
ciple that the usury destroys the in- 
terest bearing power of the note, upon 
a subsequent purchaser from the bank 
before maturity; 


interest thereon from any one. 


to plead usury, 
the recovery by 


paid to 


while the question 
has not been passed upon to our knowl- 
edge, we are of opinion that the penalty 
would be held inapplicable to an inno- 
cent purchaser. The language of the 
Bank v Danforth—** Being 
without right to demand interest, the 


court in 


offending bank cannot recover interest 
from any one ”’—carries the implication 
that the penalty only applies to the 
‘‘offender,” and not to an innocent 


party. 


Protest of Interest Coupons. 


BANK OF PIEDMONT, i 
PiepMONT, Ala., July 7, 1894. § 


Editor Banking Law Journat: 


Dear Sik:—Will you kindly tell me through 
the columns of the Journal whether or not in- 
terest coupons on bonds or mortgage notes are 
subject to protest when presented at place at 
which they are made payable, or are presented 
to parties signing interest coupon notes? The 
interest coupon notes I refer to are made pay- 
able at a foreign bank but will be sent to the 
place in which the makers reside and there pre- 
sented to them for payment. Your kindness 
will be appreciated. 


Yours very truly, 
E, W. Lepserrer, Cashier. 


Generally speaking, interest coupons 
are negotiable instruments and are sub- 
ject to protest. In Alabama, a notarial 
protest is evidence in cases of instru- 
ments governed by the commercial law, 
and the statutes of that state establish 
certain peculiar requisites to negotia- 
bility. 

A bond or coupon payable to dearer 
is not negotiable unlessindorsed. Black- 
mann. Lehman, 63 Ala., 547. Wecannot 
answer definitely as to whether protest 
of the inquired of, 
would be necessary or of any advan- 
tage as evidence, without being advised 
of their terms and place of issue. 


interest coupons 
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CHARLES F. 


The legal complications arising in the con- 
duct of financial matters and banking and cor- 
poration transactions, require the ablest talent 
in unravelling, and some members of the New 


CuHaries F, 


York bar devote their attention exclusively to 
this department of law. 

Prominent among this class of Wall Street 
lawyers is Charles F. Beach, Jr., 
who has figured as the successful counsel in 
many important railroad, banking and stock 
litigations. In fact, it is doubtful if the entire 
membership of the bar contains a practitioner 
who is better known in the ‘‘ Street” than Mr. 
Beach, which have led to this 
gentleman’s prominence in this line of practice 
consist of a natural genius for finance, coupled 
with superior qualification and acumen for the 
profession of law. 

Mr. 


found 


The factors 


Beach, while now essentially a New 


BEACH, JR. 


Yorker, is nota native of this city. He was born 
February 4th, 1854, in Paris, Kentucky, and is 
descended from a line of ancestry conspicuous 
Rev 


for intellectual attainments. His father, 


BeacH, Jr. 
Charles F. Beach, was born in this state, but 
removed to the South early in life, where he be- 
came one of the most eminent Presbyterian di- 
vines. 

The subject of these remarks gained h's early 
instruction at Dr William L. Yerkes’ grammar 
and in 


school in Paris, 1872 entered Centre 


College, from which he was graduated with the 


Se4 
1577, 


Bachelor-of-Arts’ degree in the Class of 
subsequently receiving from the same insti- 
tution the Master-of Arts’ honor, in 1881. For 
several years he was connected, in an editorial 
capacity, with the ‘‘Louisville Courier Journal,” 
which position he relinquished in orderto come 
to the Metropolis, in 1879, where he pursued a 
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surse of study in Columbia Law School, re- 
‘iving his Bachelor-of-Laws’ degree, in 1881. 

He immediately commenced the practice of 
.w, and his talents and thorough preparation 
soon won him distinction in legal circles, where 
bis advancement has since been rapid and 
richly deserved. Mr. Beach seems to not only 
possess the faculty of properly construing the 
legal reasonings of the great authorities on law, 
but has, himself, produced works and treatises 
which are regarded as valuable acquisitions to 
any law library. His treatises, ‘‘Law of Private 
Corporations,” ‘*‘Modern Law of Railways,” 
“‘Law of Public Corporations,” Modern Equity 
jurisprudence,” (all two volume works;)‘‘Law of 
Receivers,” ‘‘Law of Contributory Negligence,” 
and ‘* Law of Wills,” are well known to the fra- 
ternity and recognized as authority upon the 
subjects of which they treat. As counsel for 
the Congressional Committee, appointed to in- 
vestigate the workings of the Reading Railroad 
Combination, he rendered excellent service, in 
i8g2, and scored the same success as that he 
ichieved in the reorganization of the Missouri, 
Kansas & Texas, and the International & Great 
Northern Railways. He 
most of 


was also counsel in 


the railroad litigation against Jay 


FOREIGN STOCKS 


Gould affecting those Southwestern properties, 

After having been located in Wall Street for 
many years, in June 1893 he formed a law asso- 
ciation with Leopold Wallach, under the firm 
name of Wallach & Beach, whose large and 
handsome suite of offices comprise an entire floor 
at 33 WallStreet. The firm took a prominent 
part in reorganizing the Savannah & Western, 
the Georgia Central, and the Memphis & 
Charleston Railways, and is the counsel of the 
American Grocery Co. as the successor to 
Thurber, Whyland & Co. Messrs. Wallach & 
Beach are counsel for various other financial 
and railroad corporations, among those not 
already mentioned being theNew York, Susque- 
hanna & Western Railroad. 

Mr. Wallach is a lawyer of high repute, who 
has already make his mark and who possesses 
the respect of the bench and bar. 

The same bright intellectuality that has made 
Mr. Beach conspicuous in professional life has 
also won him popularity in club and social cir- 
cles, his membership including the Bar Associa- 
tion, Southern Society, and Manhattan and Re- 
torm Clubs. Politically,he isan ardent Democrat 
and a warm admirer of President Cleveland. 

M. 


IN GREAT BRITAIN. 


The amount of foreign stocks held in Great Britain is estimated at the enormous total of 


a2 


33,819,035,000, and the interest receivable upon them is $145,000,000 per annum, 


This apprise- 


ment is made by Mr. Burdett in the latest issue of his Official Intelligence, a manual of all the 


stocks and shares that are dealt in on Change in London. 


His computation is based upon the in- 


come tax returns and is believed to be a pretty accurate measurement, although, unless the British 


taxpayers are exceptionally conscientious, it probably errs on the side of understatement. 


Taken 


at their face, his figures would seem to show that the British investor is a pretty good judge of 


foreign stocks. 
the investment. 


The annual interest noted above gives an average return of 3.79 per cent. upon 
That, as times go, is a very fair yield —FINANCIAL REVIEW. 








The silver question, which has been shelved, 
internationally speaking, since the close of the 
abortive conference at Brussels, is again on the 
eve of agitation, by the formation of a league 
embracing France, Belgium and Holland, the 
object being to restore silver to a fixed ratio 
with gold by an international compact. It can 
only be sanguine bi-metallists who can look 
forward to any better result than before. So 
long as silver continues to be poured in in ex- 
cess of the wants of the market its value must 
continue to decline, in spite of any attempt that 
may be made to secure for it an artificial price 
over its exchangeable worth; and not until its 
production has been checked by lowness of 
price, sothat the absorption of the market isnot 
exceeded and a glut established, will its fall be 
stayed, or saving trivial fluctuations, the rate of 
exchange rendered less declining. 

It has never been altogether clear to us why 
bi-metallists should have alone adopted silver as 
worthy of their attention to secure for it some- 
thing like its former price, to the neglect of 
copper, tin, lead or any other metal, since they 
all result from human labor applied to the me- 
tallic deposits embedded in the earth, unless it 
be that as it has been used for coinage pur- 
poses from time immemorial, therefore it is in- 
sisted on that it must be continued to be so used; 
but it is manifest that though it may be em- 
ployed forthe making of token coins tocirculate 
within those countries that mint it, yet for the 
purpose of international barter it, like the gold 
coinage, will only be accepted at, or about, its 
intrinsic value, and with respect to that there is 
no assertion more frequently hazarded by the 
bi-metallist fanatics than that it is gold which 
has appreciated in price, and that silver has not 
declined. In the face of prevailing facts the 
latterassertion has always appeared tous to be an 
astounding statement, since year by yearthe 
output of silver continually increases, and it 
follows the usual law, for as production aug- 
ments in excess of consumption price declines, 
Instead of accepting the tall in silver as a nor- 
mal result the bi-metallists set out by observ- 
ing that its value is just the same as b: fore, and 
then are guilty of the obvious contradiction to 
what they declare to be the case by importun- 
ing governments to make such artificial and ex- 
ceptional arrangements, either by convention 
or by legislation, as will restore silver to its 
former value by advancing it to its former ratio 
with gold, say 15 or 16 tor. 

Taking all the circumstances which we can 
think of in connection with the metal, that how- 
ever fraught with suffering to many interests 
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the transitional period may be caused by silver 
passing from its former high exchangeable rate 
to the low level to which it is declining, we 
know of no plan likely to be adopted that can 
prevent that natural result from being reached, 
for the wants of the market appear to be rather 
lessening than otherwise. The United States 
government has an immense stock on hand of 
silver, and recent legislation has relieved it of 
the legal obligation of purchasing additionally 
54,000,000 ounces per annum. It is scarcely to 
be expected that India and China will! much in- 
crease, if at all, their customary ample absorp- 
tion of the metal, while its use in the arts is not 
extending, nor likely to be, on any scale of suf- 
ficient magnitude to affect the market, the out- 
lets of which must remain restricted. 

As to checking the supply of silver, that will 
be likely te prove but a slow process, and can 
not be waited for by persons in trade. Those 
mines which can only be expensively worked, 
or the yield of which is poor, will, of course, be 
the first to suffer and to close, but many rich- 
yielding mines will continue to be worked, even 
should they pay but litthe more than their cur- 
rent expenses, and thus yield scarcely any divi- 
dends to their proprietors, who, for the most 
part, are of a hopeful disposition, and the wish 
being father to the thought, will be sure to in- 
dulge in sanguine expectations that from some 
cause or another the price of silver will advance, 
and that they will then reap their reward; 
meantime they will continue to realize on their 
silver in order to pay working expenses. On 
the other hand, there are some mines of so rich 
and profitable a character, that contain so much 
of lead associated with silver ore, that were the 
value to fall to, say 1 shiiling an ounce, itisopen 
to considerable doubt whether they would feel 
themselves constrained to cease working the 
mines. There is an impression entertained that 
the deposits of silver are, upon the whole, 
rather superficial than otherwise, and conse- 
quently at no distant date that such lodes will 
soon be worked out. How far this may be cor- 
rect we can not say, but if it should really be 
the case, as a set-off against the diminished sup- 
ply expected, the discovery and opening up 
into productiveness of new mines will probably 
be found to compensate for the possible defici- 
ency adverted to. We confess that from no 
quarter do we think it likely that any substan- 
tial heip will come toelevate the price of silver, 
and it is our expectation, based on what we 
have written, that both silver and exchange will 
be found lower at the end of 1894 than they 
were at its beginning.—Yokohoma Hera'd. 








